


It’s 
our business, 
00! 


Officially, Fire Prevention Week is October 3-9 — but to the 
agents of The Home, every week is Fire Prevention Week. 


Fire prevention is of real dollars-and-cents value to the 
community. In advertisements like the one shown on the right, 
The Home is reminding its business insureds that the agent is 
experienced in pointing out trouble before trouble begins. That 
is of interest — dollars-and-cents interest to every banker! 


The Home agent can offer sound, informed assistance to 
businessmen . . . can build a complete insurance program for owners 
of commercial and industrial properties, and help them not to 

have a loss. 


Isn’t that exactly what your bank wants, too? 


* THE HOME * 
Susurence Company 


Home Office: 59 Maiden Lane, New York 8, N. Y. 
FIRE ° AUTOMOBILE ° MARINE 


The Home Indemnity Company, an affiliate, writes 
Casualty Insurance, Fidelity and Surety Bonds 








YOULL HAVE A BETTER BUSINESS 
WHEN YOUR TROUBLES ARE TAGGED ! 


Most modern businessmen realize the importance of complete insurance 
protection. You rely upon your insurance agent for expert advice 
and professional services in getting this protection. That’s wise. 


But now think of this— 

that same man, your Home Insurance agent, can also help you 

to eliminate trouble spots. He has over a hundred years of 

Home Insurance experience behind him. He knows what causes 

fire and other hazards—and how to stop them. 

Call on him. He'll be glad to arrange an expert, friendly inspection 
of your property. If there are any danger spots you'll 

know about them, and can have them fixed. 


Then, like thousands of other businessmen who have done this, 
you'll have a better, safer business. 


You can insure income, too. 


Ask your Home agent 
about the new Earnings 
Insurance, which provides 
that your income will 
continue if your business 
is'closed as a result of 
fire, windstorm or any 
other peril covered by 
insurance. 


jx Your HOMEtown Agent can serve you well—see him now! 


* THE HOME* 
CCusurance Company 


Home Office: 59 Maiden Lane, New York 8,N. Y. 


FIRE 


AUTOMOBILE MARINE 


The Home indemnity Company, an affiliate, writes 


en, 


The Home, through its agents and brokers, is America’s leading insurance prot 


SATURDAY EVENING 


This ad will appear in full color, 
TIME October 4 


full page size in these publications: e 


Casualty Insurance, Fidelity and Surety Bonds 


ector of American homes and the homes of American industry. 


POST October 2 + BUSINESS WEEK October 2 
U.S. NEWS & WORLD REPORT October 15 
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Editorial 


The Fruits of Inconsistency 


N TODAY ’S troubled world with its communism, subversion and confusion, be 
grateful that you are not responsible for our foreign policy. It is easy enough 
to suggest that past foreign policies have been faulty and to point to the mistakes 

we made and the penalties we paid. Obviously our foreign policy and that of our 
allies has not been very effective or communism would not have expanded. The 
respect for our own country in many foreign lands is probably at a new low. These 
are all facts which cannot be denied and the causes for this situation thread through 
both administrations. Nevertheless, a little organization might have made these 
difficulties decidedly smaller. 

An incident in point is our experience in Guatemala. In that country the 
communists have temporarily failed. Through their usual plotting of unfounded 
accusations, infiltration and insurrection, they made great progress. They capitalized 
on the low standard of living in that country. Their special target of criticism was 
one of our large American corporations that has vast holdings in Guatemala, employs 
many natives, and was faced with confiscation of its property. 

Our State Department quite properly sought to protect the American company. 
Through diplomatic channels it has been trying to get fair compensation for the 
threatened seizure. 

But apparently the right hand of our government does not know what the left 
hand is doing. On the heels of the Guatemala revolution, or even before it was 
concluded, and while the State Department is endeavoring to protect this American 
property, the Justice Department files an anti-trust suit against the very company 
involved. 

I am not prejudging the case, nor passing upon its merits, but it certainly seems 
injudicious to have filed a suit at this particular time. After all, the American com- 
pany is not going out of business or trying to run away from the law. Why then 
set against it now, of all times? Certainly the communist regime will propagandize 
the world with a statement that their accusations against this company have been 
confirmed by the action of our own government. 

The essential need in any foreign policy is consistency. Changes should not be 
undertaken except as new conditions fully justify them. To shift from attitude to 
attitude or flit from policy to policy on every crisis, real or imaginary, cannot help 
but cause people of other countries to question our stability of purpose and our 
objective. 

It is said that a new look at our foreign policy is in the making. Let us hope we 
develop one that will emphasize a consistent position throughout, and that all 
branches of government will always keep in mind the world-wide consequences of 
any action they may bring and the need of steadfastness in their foreign programs. 


Qa. aA eS Dn fF el FCO 


HENRY H. HEIMANN, 


Executive Vice President 
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THE OCTOBER COVER 


a as is the phrase that 
every set of circumstances has its 
positive factors, in business as well as 
any other area of human endeavor, to- 
day’s operations make the fact more 
evident than ever. The increased com- 
petition of the buyers’ market, an in- 
evitable development of warfare and 
defense spending, has taken many 
“bugs” out of credit operation, has been 
the “baptism by fire” of young financial 
managers—and has awakened many 
wholesalers’ credit executives to the 
importance of competent insurance pro- 
grams of customers as protection of ac- 
counts receivable which are actually 
assets of the suppliers. 

None could be more aware of that 
fact than executives in the fields repre- 
sented by these three New Yorkers, 
banking and insurance, all on the insur- 
ance committee of the nationally organ- 





ized profession of credit. They are (1 to 
t) Harold Parper, assistant cashier, 
The Chase National Bank; David Q. 
Cohen, manager of the fidelity and 
surety department of the Association of 
Casualty and Surety Companies; and 
Wallace E. Jeffrey, assistant vice presi- 
dent, Marsh & McLennan, Inc. 

Mr. Parker, identified with Chase’s 
insurance department for a decade and 
earlier in the credit department, had 
started his business career in insur- 
ance, originally with the Royal Insur- 
ance Company and later with an 
agency. Mr. Parker has been a member 
of the insurance committee of the Na- 
tional Association of Credit Men for the 


e last ten years. 


Mr. Cohen, vice chairman of the com- 


| Mittee, followed his years of schooling 


at City College and Columbia Univer- 
sity law school by a period of private 


| Practice (1932-39), then became a mem- 


ber of the law department of the Asso- 
Cation of Casualty and Surety Com- 
panies. He was named assistant to the 
Manager of the fidelity and surety de- 
partment in 1940, acting manager, then 


| Manage: 


Biographical highlights of Mr. Jeffrey, 
chairman of the N.A.C.M. insurance 
Committee, appear on page 22. 
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WASHINGT O 





@ To THOsE who read the Presidential action 
raising up to 50 per cent the tariff on imported 
watches as an indication that the policy calling 
for a gradual 15 per cent over-all reduction of 
tariffs had been overturned, Mr. Eisenhower gave 
a speedy quietus. Answering Harry A. Bullis, 
chairman of the General Mills board and a 
trustee of the Committee for Economic Develop- 
ment, the President wrote that the watch matter 
was decided strictly on its own merits, as had 
been his rejection of increased tariffs on lead 
and zinc. 

The President, who had just signed the meas- 
ure calling for $3,252,868,000 of foreign aid, 
wrote that he hopes to get on with his original 
program in the next Congress. The 83d Congress 
had given him only one of the requested three 
years of extension of the Reciprocal Trade Act 
and had deferred action on the tariff reduction 
program until next vear. 


@_ Important in parallel to the tariff issue was 
the release of 80 items from the Battle Act em- 
bargo law by the Foreign Operations Adminis- 
tration. The move means that these goods may 
be shipped by the free world to Russia and its 
satellites without shutting off American aid. By 
a reverse twist the Soviet bloc drew this advan- 
tage while the complete embargo on all ship- 
ments to Red China remained as was. Adminis- 
trator Harold Stassen saw in the decision, which 
makes the Russia-barred list 217 items instead of 
297, expanded peaceful trade for the free coun- 
tries, and insisted “war potential items” would 
be better controlled as a result. In these days of 
complicated war needs, that’s a real feat of defi- 
nition. 

P.S. Britain wanted more items taken off, in 
this international economic strip-tease. 


@_ Despite the bitter taste of the French debacle 
of European Defense Community program— 
though we confess to puzzlement over the 
furore attending news of the actual vote when 
everyone knew precisely that would happen— 
President Eisenhower pointed to our Congress’ 
enactment of 54 of his 64 major request legisla- 
tion as “pretty good going in any league”— 
national developments, true, but shaping into the 
international picture. He referred to the re- 
vamped tax laws* and the St. Lawrence Seaway 
authorization as achievements on which earlier 
Congresses under other Administrations had 
struck out. “Conservative in economy, liberal in 
human affairs” is the way he defined it 


6 CREDIT AND FINANCIAL MANAGEMENT, October, 1954 








The Tidelands oil law he called a move toward 
restoration of state rights, the $7.4 billions tax 
cut an end-achievement of turning over to the 
people that much of its own money to spend for 
itself, the flexible farm program a move toward 
stability and eventual prosperity. He declared a 
balanced budget now in sight. And there are the 
atomic energy law and the TVA decision, pointed 
toward private enterprise consciousness. 

Whether one interprets the President’s sum-up 
as frankly political or a report to the nation, 
there was no doubt of the opposite party’s reac. 
tion, particularly to the farm program, the fact 
that nothing was done about revision of the Taft. 
Hartley Act, and the veto of the pay increase for 
a million and a half federal employees. Naively 
we wonder if economic issues ever again will be 
argued solely as economic issues. 

(*The corporate tax rate on the first $25,000 continues 


at 30%, inadvertently stated 25% in the September 
issue.) 


@ Wits most of the recommendations of the 
life insurance business now law by incorporation 
into the tax revision measure, agency folk are 
seeing impetus to a selling movement already of 
record proportions. Life insurance retirement 
programs have a “natural” in the freeing of up 
to $1,200 of annual retirement receipts from the 
income tax. Then there is the reduction of taxes 
on insurance annuities for many. Another psy: 
chological encouragement comes from the re- 
moval of threat of estate tax on life insurance 
policies given to relatives by individuals under 
specified conditions. 


@. Provisions in the Taft-Hartley Act for a 60- 
day strike notice do not authorize unions to call 
a strike before the termination date of a contract 
unless a clause makes such a strike possible, the 
National Labor Relations Board ruled in a case 
that involved the Lion Oil Company and the 
CIO Oil Workers International Union. If the 
strike notice is given less than 60 days before 
termination of the contract, the provisions of the 
collective bargaining agreement continue in full 


force until the 60 days are up, the board als 
held. 


@_ Coneress increased by $1.5 billions the Con 
modity Credit Corporation’s authorized funds for 
farm price support, to a new figure of $10 bil 
lions, following its estimate that in line with the 
August 1 crop report the figures next yeal 
could approach $9.8 billions. 


EARED FOR 


O- OPERATION 


Public expectation of convenience and efficiency in everything related 
to home and business life is steadily moving the insurance business 
toward more comprehensive protection in both Fire and Casualty in- 
surance. The growing importance of this trend means that greater co- 
ordination in the writing of these two classes of insurance is ‘developing. 


Alert, progressive underwriting companies, their agents, and brokers, 
are preparing themselves to meet this situation through multiple line 
underwriting operation, recently authorized by legislative enactment. 


The Fire and Casualty companies of the Commercial Union - Ocean Group 
form an ideal combination wherein the insuring public can obtain the 
advantages of co-ordinated underwriting. Long experience and keen 
understanding of Fire and Casualty insurance are valuable assets of 
our Management and Underwriting departments. You will find it 
profitable to investigate the facilities of our organization, whose Fire 
and Casualty companies are “Geared for Co-operation.” 


Our agents are located conveniently in towns and cities from coast to 
coast. Consult the representative of any of our companies, or any 
insurance broker, who is near to you. Let them tell you about our 
standing and record. 


Commercial Group 


COMMERCIAL UNION ASSURANCE CO. LTD THE OCEAN ACCIDENT AND GUARANTEE CORP., LTD 

AMERICAN CENTRAL INSURANCE COMPANY THE CALIFORNIA INSURANCE COMPANY 

THE PALATINE INSURANCE COMPANY LTD UNION ASSURANCE SOCIETY LIMITED 

COLUMBIA CASUALTY COMPANY THE BRITISH GENERAL INSURANCE COMPANY LTD. 
THE COMMERCIAL UNION FIRE INSURANCE CO OF NEW YORK 


HEAD OFFICE - ONE PARK AVENUE - NEW YORK 16, N. Y. 


ATLANTA CHICAGO SAN FRANCISCO 
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But Management Didn't Listen 


By HENRY H. HEIMANN 


Executive Vice President, National Association of Credit Men 


COMPANY of excellent credit rating 
A and a fine balance sheet found itself 
overnight in creditors’ hands. One may 

well ask how this was possible. The answer is 
that it had excellent management so far as 
production, distribution and product were con- 
cerned, but its management had a weakness, 
an Achilles heel that was vulnerable, and the 
blow struck there. Fire destroyed everything; 
protection was inadequate. One day it was a 
leading company; by the next morning much 


of its capital had been literally wiped out. 


Fortunately in this instance the company 
was able, with the cooperation of creditors, to 
recover. It took time, however, to re-establish 


itself on a sound financial basis. 


No less than four credit managers had 
called to the attention of the financial officers 
the fact that the company lacked adequate 
insurance protection. They were wrong in as- 
suming that by calling this to the attention of 
management it would be corrected. Had the 
fire been deferred a little while the coverage 
might have been corrected, because the mod- 
ern credit manager has a regular follow-up to 


eliminate these deficiencies. 


What a pity that a fine company of 
this kind had to face a situation that 
easily could have been avoided. 
This company no doubt watched the 
health of its employees. It certainly 
saw that its machinery was in good 
condition. Just as important would 
have been an annual check of its in- 
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surance coverage. Modern insur- 
ance has been developed to such an 
extent that these business-wrecking 
hazards can be offset with full cov- 
erage at a nominal cost. 


You have an audit of your books every 


year. It is equally essential that you have an 


‘audit of your insurance. Consider every con- 


ceivable kind of protection and then determine 
your needs and evaluate the protection you 


can buy. 


The least you should do is to buy as much 
protection as you need. It is not a question of 
whether you can afford it. It is more a question 
of whether you can afford to be without it. The 


answer is obvious: you can’t. 


The hazards of business are too well known 
and there are too many of these that cannot be 


guarded against. Why take on hazards you can 


guard against? To fail to protect your business _ 


is penny-wise and pound foolish. It indicates a 


lack of judicious management. 


We are nearing the first of the year. Now is 
the time to go over your insurance and see that 
you have such protection that your company 
will be substantially as sound tomorrow as it 
is today, even though your whole plant is 
wiped out tonight. You are naturally bound to 
incur some loss in a fire, but it can be held to 
an irreducible minimum by the use of common 


sense in your insurance program. 


Never forget that adequate insurance cov- 


erage is an essential of sound credit. 





= 











Insurance Is an Asset 


Competitive Selling Makes Customer’s Coverage Vital to Supplier 


oo management in toto still has distance to travel to complete awareness of what it 

can do to help its customers shape adequate insurance programs, evidence accumulates that 
executives increasingly are recognizing that the degree of security of their companies’ assets 
is directly in proportion to the account’s coverage of his own business. 

Rule-of-thumb measurement of all customers’ protection, excepting fire and comprehensive 
coverage, is not in the cards, with some 500 types of insurance in the market and requirements 
differing by industry, enterprise and territory (though strides have been made in pinpointing 
vulnerable spots of business, as shown in the chart elsewhere in this issue). However, agree- 
ment is general that the protection must be sufficient to the individual operation. 

Why the emphasis varies, where management falls short of alertness to coverage needs, 
and how executives can help improve their accounts receivable insurance-wise, are among sub- 
jects discussed in the following comments from the field. 





Standard Coverage Tabulation 


For All Audit Reports Urged 


Harry L. Wuertu, Vice President, Commerce Trust 
Company, Kansas City, Missouri 


the broad subject of insurance, so far as banking and 
credit granting are concerned, is that it should be 
adequate. Outside of sufficient fire 
and comprehensive coverage, which 
are easily measurable, the adequacy 
of other protective coverage becomes 
a matter of judgment, tempered by 
the form of business organization and 
type and method of business opera- 
tion. In credit granting, the fire and 
comprehensive insurance coverage 
gets the most attention, this by in- 
clination because most of us, as indi- 
viduals, carry such insurance on our 


[ ONLY dogmatic statement which can be made on ° 





H. L. WUERTH 


household goods. 


Generally as the authority of management is dele- 
gated, the fidelity hazard is multiplied, and in many 
enterprises the fidelity and public liability hazards 
are omnipotent. 


There seems to be a different psychosis, as to overall 
insurance coverage, between banker and credit grantor 
making a secured loan, whether on commodities or real 
property, as distinguished from the extension of open 
credit. It seems that the banker’s mind, at least, always 
connects a commodity or real estate loan with insurance 
coverage: they are synonymous. A banker would not 
think of concluding a secured loan without proper insur- 
ance coverage and with loss clauses in his favor. Yet the 
same banker does not give the same attention to the gen- 
eral subject of insurance coverage if the credit is un- 
secured. It is believed that this criticism applies to credit 
men in general. 

Financial statement forms provided by banks, as 
well as those prepared by the National Association of 
Credit Men, have a schedule to be completed by the 





customer, indicating insurance coverage. We should 
all insist that this schedule be completed. 


Another place where the banker may fail to make ade- 
quate inquiry is on the secured loan covered by ware- 
house receipts. The credit grantor should not be lulled by 
the words, “Bonded Warehouse Receipts,” as it may be 
that the bond is the mere minimum legal requirement as 
set forth by the state statutes. The net worth of the ware- 
houseman may be low for the total value of the goods he 
stores; as for bond or warehouseman’s legal liability in- 
surance and net worth, the situation may be quite skewed. 


Warehouseman’s Liability Limited 

In many instances, on close examination the astute 
credit man will ask for warehouseman’s legal liability 
protection direct to his firm—the receipt holder. It is im- 
perative that inquiry be made as to what insurance, if 
any, is carried by the warehouseman on the stored mer- 
chandise covering the particular receipts, and it is also 
well to remember that, in the matter of safety from theft, 
the warehouseman does not operate a safe deposit vault. 
It is generally accepted that, in this respect, the ware- 
houseman’s liability is limited to the socalled “prudent 
business man’s” rule. Especially on high value merchan- 
dise, it may be desirable for the creditor to insist on 
burglary or theft insurance. 

On many of the larger credits, audits by certified pub- 
lic accountants are provided. In any audit engagement by 
a careful C.P.A., a review and tabulation of insurance 
coverage is made, and these data become part of his work 
papers. In many of the long form audits an insurance 
schedule is part of the audit report. The better C.P.A.’s do 
as much internal check and review in preparing a short 
form audit as a long form audit and, therefore, have in 
their work papers a complete tabulation of insurance 
coverage. 


Standard for Long and Short Reports 
This information is vital to the credit man. It is be- 
lieved that the National Association of Credit Men, as 
well as the Robert Morris Associates, the bankers’ credit 
executive group, should work out with the American In- 
stitute of Accountants an agreement whereby a tabulation 
of insurance coverage would become a standard part of 
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both the long and short form audit reports. With the 
C.P.A.’s having access to the company’s books and rec- 
ords, the insurance coverage tabulation would be au- 
thentic and many of the credit man’s questions would be 
answered. 


HARRY L. WUERTH, graduate of the University of Missouri 
and Harvard Business School, started in 1930 with Commerce 
Trust Company, Kansas City, Mo., as a clerk in the credit depart- 
ment, and advanced to manager of the department. In 1950 he was 
elected vice president and member of the discount committee. 
Mr. Wuerth, who frequently has taught night school—American 
Institute of Banking, and National Institute of Credit—was presi- 
dent of the Kansas City Wholesale Credit Association in 1942, 
when inducted into the Army, from which he was discharged as a 
captain. He is treasurer of the Kansas City Junior Red Cross and 
the Missouri Heart Association. 


Get Most Value in Policies 
But Don’t Short Coverage 


Raymonp V. McNALLy, Credit Manager, C. A. Auffmordt 
& Company, New York, New York 


ness should carry insurance of one kind or another. 
However, no general rule can be applied, for insurance 
requirements vary from industry to 
industry, from enterprise to enter- 
prise within an industry, and from 
territory to territory. But at the same 
time, all credit men agree on one 
point: A firm which failed to carry 
any insurance would receive no 
credit at all. And certainly a compe- 
tent credit analyst would know how 
to evaluate the worth of a business 
whose balance sheet showed a mer- 
chandise stock of $50,000 with a cov- 
erage of only $25,000, a condition that frequently is char- 
acteristic of small retailers. 


| IS axiomatic from a credit viewpoint that every busi- 


R. ¥. McNALLY 


May Now Be Overinsured 

On the other hand, one may occasionally find a textile 
manufacturer who has so altered his methods of produc- 
tion and distribution as to require carrying a smaller in- 
ventory but who has overlooked the fact that now he is 
overinsured. Where there is an opportunity to cut over- 
head, he should take it; therefore, every businessman 
should check his policies with his broker from time to 
time, to get the most value for his money and to make 
certain he is adequately covered against the various kinds 
of business-wrecking hazards. Saving pennies, of course, 
at the expense of sufficient coverage is unthinkable. 

For example, it would be foolhardy for a firm located 
on the Pacific Coast not to carry earthquake insurance, 
whether it is provided by an indorsement on his fire pol- 
icy or by a separate earthquake policy. Then again, we 
assume that manufacturing plants, and even jobbing firms 
and retailers, would carry windstorm and flood insurance 
if they are in those territories where such calamities oc- 
cur. Unfortunately, flood insurance is not easily obtained; 
consequently, such coverage is not widespread. Never- 
theless, it is included in all-risk transportation policies. 
Also, companies in neighborhoods where vandalism is 
prevalent should carry insurance against such a hazard. 
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Separate coverage is not provided, but it can be included 
in the riot and civil commotion indorsement on the ey. 
plosion policy or in the extended coverage indorsement 
attached to a fire policy. 


Now while it is impossible for the credit and finan. 
cial executive to make an exhaustive analysis of the 
insurance requirements of every customer, he cannot 
afford to ignore this factor in cases that involve large 
sums of money. He knows, for instance, that where 
transportation is the dominant element, as in the case 
of a garment maker who employs contractors, ade. 
quate floater coverage is most essential. 

He knows also that the person who owns his own 
building, or trucks for transporting his wares, operates 
under the hazard of public liability and so requires 
protection. And certainly the company that carries use 
and occupancy, open stock burglary, and life insurance 
on partners or officers, enjoys a higher credit rating, 
other things being equal, than one not covered in these 
respects. And workmen’s compensation insurance is re. 
quired in practically every state by law. 


RAYMOND V. McNALLY, credit manager of the factoring firm 
of C. A. Auffmordt & Co., New York, N.Y., with which he has 
been associated most of his business life, was educated at Ford. 
ham University and Pace College. He is a member of the New 
York Credit and Financial Management Association, N.A.C.M,, 
and various Industry Groups; a director, New York Credit Men's 
Adjustment Bureau, Inc.; member, American Arbitration Associa. 
tion, New York county grand jury and New York County Grand 
Jury Association; director, Robert Schalkenbach Foundation; 
member of several economic research organizations, and a writer 
and lecturer. 


All Department Heads Pool 


Data on Insurance Status 


Morris RicHMAN, Controller, Treasurer and Director, 
The Burdett Oxygen Company of Cleveland, Inc. 


the importance of their customer’s insurance program. 
A sudden disaster, not properly protected by  insur- 
ance, may seriously impair financially 
what had appeared to be an excellent 
credit risk. How can we, as credit 
executives, evaluate our customer's 
insurance program where the neces: 
sity arises? 

Our company, due to the hazardous 
nature of its operations, has always 
been insurance-conscious. All our de- 
partmental heads are requested to 
provide our main office with any it 
formation affecting our insurance 
status. This type of thinking also in our credit department 
has us increasingly aware of our customer’s insurance 
protection. 

We request a description of our customer’s insurance 
coverage in our credit application forms. Types of cover- 
age requested are: 


(J isin executives are becoming increasingly alert to 


MORRIS RICHMAN 


1. Fire insurance on buildings, contents and business 
interruption. 
2. Third party liability including workmen’s compenst 
tion. 
(Concluded on page 12) 
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NSURANCE AT LOW COST 


because we control expenses 


TOTAL EXPENSE - 


Loss Prevention, Admin- 
istration, Policy Issue, 
Sales and Miscellaneous 
Expense 


CLAIMS SERVICE - jaca —— 
EXPENSE : 
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1950 . 1951 1952 1953 


Chart shows Liberty Mutual operating expenses, ratio to earned premiums (All Lines of Insurance). 





FINANCIAL 
STATEMENT 


as at 
DECEMBER 31, 1953 





INSURANCE COMPANY 
HOME OFFICE: BOSTON 


We work to keep you safe 






ASSETS 

WOTAL INVESTMENTS*. . . . «5 «© + we $310,318,714 
Cash and Bank Deposits. .. Bae Stee and 22,310,458 
Premiums in course of collection (net) - — 

Noneover 90 days que .. . . © «© © © «@ % 21,246,381 
Interest and Rents accrued ae? Ya, Tis Bh th at Ge x 1,456,516 
Other Assets Se ah, Va. ah’ <.°.WA ose te 383,386 
TOTAL ADMITTED ASSETS. . . . .. .. .. $355,715,455 
LIABILITIES 
RESERVES FOR: 

Insurance Losses — provision for payments not yet due 

on accidents which have — occurred: 

Losses $201,396,082 

Loss Adjustment ‘Expenses 15,353,358 
Premiums Unearned . 59,515,453 
Federal Income Tax accrued 2,600,000 
State Premium and Other Taxes accrued . 7,338,389 
Other expenses accrued and sundry accounts pay able 2,878,587 
Dividends declared to ae 14,097,000 
TOTAL LIABILITIES. $303,178,869 


SPECIAL RESERVES AND SURPLUS 


’ $ 52,536,586 
TOTAL LIABILITIES, SPECIAL RESERVES AND SURPLUS 


$355,715,455 


*bonds and stocks are valued in this statement on the basis adopted by the National Association 
of Insurance Commissioners, bonds at amortized cost and stocks at market quotations. Securities 
deposited as required by law are included above as follows: 1953, $14,815,984. 1952, $12,891,122. 














INVESTMENT INCOME 
$7,063,355. 







PREMIUMS EARNED 
$228,890,261. 















OTHER 
EXPENSE 
$26,665,487. 


FEDERAL STATE AND NET 
INCOME TAX OTHER TAXES INCOME 
$2,535,135. $6,991,879. $35,523,217. 





LOSSES LOSS ADJUSTMENT 
$144,755,232. EXPENSE 
$19,482,666. 


LOSSES AND CLAIMS INCURRED 


HOW 1953 LIBERTY MUTUAL 
INCOME WAS USED 





























DIVIDENDS TO 
POLICYHOLDERS 
$29,204,246. 


ADDITION TO 
POLICYHOLDERS' SURFLUS 
$6,319,281. 
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The chart at the left is more than a 
demonstration of Liberty Mutual’s effi- 
ciency. It is an indication of the extra 
value you will get when you buy a Liberty 
Mutual policy. 

Competition is tough in every business. 
But in the casualty insurance field the 
first question a prospect asks is, ‘‘What 
does it cost?” 

Liberty Mutual is able to answer that 
question confidently because its expenses 
are so low. Among the very lowest. 
Liberty Mutual is truly a mutual enter- 
prise, dedicated to selling service at cost 
plus enough margin to maintain impreg- 
nable finances. 

How is this accomplished? One big 
factor is the Liberty Mutual system of 
selling direct to the policyholder — doing 
business through salaried employees. 
Each of these people, salesman, en- 
gineer or claimsman, devotes his whole 
time, his whole career to his Company. 
And the word ‘“‘Company” means you, be- 
cause the policyholders are the owners. 

There is no fiction in this relationship. 
The intimate tie-up between Liberty 
Mutual and its policyholder-owners is the 
key to greater operating efficiency. 

Sure, Liberty Mutual gives you pro- 
tection. Complete protection. But this 
is not the most important service rend- 
ered. Far more important than mere pay- 
ment of losses are: 


(1) Prevention of accidents 


(2) Limitation of the effect of accidents 
that do occur — by careful inves- 
tigation. 

(3) Minimizing the effect of Workmen’s 
Compensation cases by medical 
follow-up and rehabilitation. 


Liberty Mutual’s Loss Prevention and 
Claims Departments are of untold value 
to the company’s policyholders. Before 
you buy any casualty insurance, ask a 
Liberty Mutual representative to explain 
how these activities will save you money 
and increase your profits. 











MORRIS RICHMAN 


BEGUN ON PAGE 10 


3. Burglary, fidelity and forgery coverage. 
4. Life insurance for the benefit of the business. 


Such information provided by the customer is reviewed 
together with his financial statement. If we feel that the 
customer is inadequately covered, we generally proceed 
as follows: 

1. All small accounts are disregarded. 


2. If the account is of moderate size, the customer’s 
ledger is earmarked for review at a later date, or when 
the credit limit is reached. 


3. If the account is a sizable one, a goodwill vis- 
itation is made and the subject of insurance coverage 
is reviewed at that time. 

Credit executives should familiarize themselves with 
the fundamentals of insurance coverage in order in- 
telligently to discuss the customer’s insurance program. 


MORRIS RICHMAN, treasurer, controller and member of the 
board of The Burdett Oxygen Co. of Cleveland, Inc., is a certified 
public accountant, licensed New York and Ohio, is on the board 
of the Cleveland Association of Credit Men; a member of the 
Tax Club of Cleveland, Ohio Society of Certified Public Account- 
ants, Cleveland Treasurer’s Club. Four years in the U.S. Army, he 
served two and a half years as financial analyst for the Renegotia- 
tion Board, Corps of Engineers, Washington, D.C. 


Account’s Coverage Protects 


Assets of Supplier Company 


ORVILLE B. TEARNEY, Manager of Corporate Insurance 
and Credits, Inland Steel Company, Chicago, Illinois 


job—and that entails being an exponent of the com- 
pany’s public relations program—he will make certain 
that his customer is getting all the 
services the concern can_ supply. 
Therefore, if the company has no 
public relations program it is up to 
the credit executive to formulate one. 

One of the most important of such 
services should be the supplying of 
insurance information to accounts. 
If the credit executive is inadequately 
equipped by experience and training 
to provide such data, he should seek 
the assistance of the company’s in- 
surance manager or acquire the needed working knowl- 
edge from other authoritative source. 


Why? The accounts receivable of a company are 
assets, and it is the credit executive’s responsibility to 
protect those assets. Should the customer’s insurance 
coverage be ineffective, the accounts receivable are 
in peril. Helping the customer to formulate a compre- 
hensive insurance program is one way to make certain 
that he can pay his bills. 


|" the credit executive of a company is doing a good 





O. B. TEARNEY 


There are two major aspects in which insurance is a 
factor in credit operation. There is the protection of the 
customer’s assets for his own benefit, and there is pro- 
tection of the supplying company’s investment as a 
creditor of the account’s business. 
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In the customer’s interest, his insurance program 
should protect him from monetary loss due to any occur. 
rence which causes damage to or loss of his property, o; 
injures another person or damages property for which 
he may be responsible. 

The credit executive, helping him to establish well. 
rounded coverage, not only protects his own company’s 
assets but also strengthens its relationship with the 
account by cementing goodwill into their business 
dealings. 


ALUMNUS of the De La Salle Institute and Loyola University, 
ORVILLE B. TEARNEY writes from experience as the manager 
of corporate insurance and credits of the Inland Steel Company, 
Chicago. Mr. Tearney also is a graduate of the executive program 
of professional business education of the University of Chicago, 
He is a member of the insurance committee of the National 
Association of Credit Men and has been a director of the Chicago 
Association of Credit Men. 


Gather Data to Shape Policy 
To Know Account’s Coverage 


MURRAY V. JOHNSTON, General Credit Manager, Gulj 
Oil Corporation, Pittsburgh, Pennsylvania. 


information on the insurance coverage from our cus- 

tomers is a subject which we have had before us for 
some time. We have had quite a few 
discussions and have been building 
up a file on the subject for the past 
year. 

Our financial statement forms pro- 
vide for the inclusion of this infor-’ 
mation by our customers, but the 
data supplied are not complete as to 
all hazards. 

A review of all insurance policies 
is made by some customers in their 
audit statements. These are customers 
to whom very large lines of credit are extended and in 
cases where the risk is great compared with net ‘worth. 
However, this information does not go into detail, and 
often the auditors make no appraisal of the extent of 
coverage. 

General credit agency comments usually cover fire in- 
surance and public liability insurance on equipment, but 
seldom go beyond that. 

Perhaps we put too much trust in fate, but of course we 
cannot ignore our favorable experiences. On the other hand, 
this does not mean that we are not insurance-minded, inso- 
far as our customers are concerned. We constantly render 
advice concerning life insurance and in some cases have been 
responsible for better coverage on such hazards as dishonesty 
and public liability. These rather isolated cases have been 
in situations of credit exposure such that we have had to 
make sure our position was absolutely secure. 


PY information on of a company policy to get specific 





M. V. JOHNSTON 


MURRAY V. JOHNSTON, after attending Miami Universi) 
and the University of Pittsburgh, was employed by Procter & 
Gamble Distributing Company and R. M. Hollingshead Com- 
pany, before joining Gulf Oil Corporation, Pittsburgh, of 
which he is general credit manager. He was named assistan! 
general manager in 1933, acting general credit manager ™ 
1952. He has been a vice president and director of the Amer- 
ican Petroleum Credit Association; treasurer and <irectot, 
Credit Association of Western Pennsylvania; director, Retail 
Credit Association of Pittsburgh. 
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A BRACE FOR CREDITORS 


But Coverage Is Weak Unless Continuity of Income Is Assured 


which types of insurance a 
credit-seeker carries is knowl- 
edge of the kinds 
he does not have 
and the condi- 
tions in his 
policies which 
may seriously 
impair the cover- 
age because they 
do not fit the cir- 
cumstances. 

These precepts 
for the credit ex- 
ecutive’s operation are advanced by 
Percy D. Betterley, of Betterley As- 
sociates, insurance buyers’ consult- 
ants with headquarters in Worcester, 
Mass. Mr. Betterley proceeds to 
practical applications. 


fe important than knowing 





P, D. BETTERLEY 


Insurance as Credit Structure 


“Insurance is a brace for credi- 
tors,” he points out. “In many in- 
stances it is a full foundation support 
for establishing credit. There are 
many different kinds of insurance 
coverage with varying functions. 
Property insurance, such as fire and 
explosion, may be the foundation for 
the business structure carrying the 
main load. The structure must be 
tied together by such braces as boiler 
and machinery insurance, and bur- 
glary coverage. There is need for a 
good roof over the structure through 
the protection afforded by liability 
policies. 


“When the structure is com- 
pleted, it has no value to anyone 
unless it is put to use, and the con- 
tinuity of income may often require 
such further supports as business 
Interruption and life insurance. 

“The property, which seemingly 
has been well buttressed, up to this 
point, may under certain circum- 
stances be a sound basis for the ex- 
tension of credit, but those values 
may be further dissipated. The 
creditors want to be reasonably cer- 
tain that there will be continuity of 
come through the sale of com- 
modities produced. Insurance again 
‘omes into play by protecting the 
goods in transit, or until sold. After 
the sales receipts are in, they may 
be lost through carelessness or fraud. 
Once more the creditor’s hope for 
collection may collapse through the 
lack of criminal hazards’ insurance, 
such as embezzlement bonds. There 


are many adjuncts in other forms of 
insurance which may be used further 
to protect the creditor’s interests.” 


The Problem—Guaranteed Security 


The credit man’s problem, Mr. 
Betterley emphasizes, “is how to 
ascertain and meet all those perils. 
Ordinarily he seeks to do this by 
following one or more of these pro- 
cedures: (a) Setting up a formula 
which he believes will guarantee 
security. But there is no such per- 
fect formula. 

“(b) Use of a questionnaire form. 
However, there is no questionnaire 
form which will give all the facts. 
The one seeking credit may be re- 
served in his answers, vague in the 
data he supplies. 

“(c) Complete reliance on the 
seller of insurance. 

“Now a little knowledge is a dan- 
gerous thing and unfortunately many 
who sell insurance are not suffi- 
ciently qualified to protect the in- 
sured. 

“Some years ago an unpublished 
and independent survey was made in 
Fitchburg to find out how thoroughly 
the insurance needs of the average 
businessman were covered. It was 
found that most of those interviewed 
carried the popular types of insur- 
ance, such as fire and other property 
insurance, but practically none of 
them carried business interruption 
insurance. A great number said 
they never heard of it. The inves- 
tigator then went to insurance 
brokers and inquired why it was 
they did not acquaint their policy- 
holders with this type of protection, 
and the answer was ‘it was too diffi- 
cult for them to understand.’ 


No Policy Covers Everything 


“(d) By a policy that is blanket 
and so complete there can be ‘no 
way out’ for the insurance company. 
Actually, there is no such thing as a 
blanket policy that will cover every- 
thing that can happen. A well known 
fuel distributing organization boasted 
of its blanket fire policy covering 
property at all stations. While the 
policy jacket did specify that it was 
blanket coverage, the policy rider 
setting forth the conditions limited 
protection to a certain sum at each 
location. The burglary and robbery 
policy is by no means a blanket con- 
tract when it leaves out kidnapping. 
The so called comprehensive liability 


CREDIT AND FINANCIAL MANAGEMENT, October, 1954 


policy is no guarantee against all 
liability claims; as a matter of fact 
there are a great many exclusions.” 

The mere existence of insurance 
policies, Mr. Betterley advises, “is 
not suitable assurance that the buyer 
and his creditors are safeguarded. 
Each must know whether the insur- 
ance is collectible.” He cites some 
of the exposures, the kinds of insur- 
ance normally available, and condi- 
tions which may impair insurance 
collections, hence jeopardize credit. 


Types of Exposure; Collectibility 


(1) Credit Insurance—mentioned 
first because many believe it is the 
eliminator of all credit ills. Funda- 
mentally, it does not in itself remove 
the causes of losses and may be 
limited to the higher grade accounts. 
The credit manager must survey its 
applicability to his business. 


(2) Accounts Receivable Insur- 
ance—intended to protect loss of col- 
lections due to destruction of the 
receivable records. The need for 
this insurance depends entirely upon 
the physical exposures. 


(3) Fire Insurance—the most 
common form of protection when the 
debtor has property to insure, but 
there are innumerable possibilities 
for its being incomplete. These re- 
quirements must be met: 


(a) The proper insurable interest 
must be identified and, on occasion, 
the creditor might well be named one 
of the insureds. 


(b) The property or risk must be 
properly described. 


(c) The amount of insurance must 
be equal to the exposure, not neces- 


(Continued on following page) 





"THIRTY-FIVE YEARS of practi- 

cal insurance experience from the 
buyer’s viewpoint is the career out- 
line to date of senior partner Percy 
D. Betterley, of Betterley Associates, 
Worcester (Mass.) consultants for 
insurance buyers. 

Mr. Betterley is the author of 
“Buying Insurance,” written at the 
request of McGraw-Hill Publishing 
Company. 

He helped organize, and for its 
first four years was vice president in 
charge of, the insurance division of 
the American Management Associa- 
tion. He has been chairman of the 
insurance committee, Manufacturers 
Research Association. 








sarily the full value of the property. 
It is a very controversial question as 
to what insurable values are. 

(d) Property values must be based 
on current factual replacement values. 

(4) Boiler and Machinery Cover- 
age—not needed in equal degree by 
all insured, but the potential finan- 
cial loss to some businesses may be 
extremely high through explosion or 
rupture of equipment. Extent of 
exposure should be measured by the 
following: 

(a) Direct damage to the object 
itself, plus other property of the 
insured. 


(b) Interruption of production 
which often creates a greater loss than 
the direct property damage. 


(c) Claims of the general public 
for property damage and bodily injury. 

(5) Transportation—one might 
suspect that credit losses are unaf- 
fected by loss of goods or equipment 
in transit but case histories show 
how wrong he would be. 

(6) Business Interruption Pro- 
tection—a difficult and much neg- 
lected subject. “There never has 
been a loss settled with both parties 
certain the settlement was correct. 
This is largely because one is dealing 
in future intangible items of ex- 
penses and profits which no man can 
predict. The following examples 
illustrate: 

“The vice president of a steel mill 
said he used to carry business inter- 
ruption insurance but had dropped it 
because the business was ‘in the red.’ 
He completely overlooked the fact 
that this insurance covers far more 
than net profits, and without insur- 
ance he was going to use more red 
ink. 


Risk of Supply Failure 

“A company in Ohio carries con- 
tingent business interruption insur- 
ance on an extremely small plant 
because that manufacturer’s sales 
could be seriously impaired if the 
local firm failed to deliver certain 
supplies. There were many other 
suppliers and total premium paid for 
insurance protection for this con- 
tingent risk was $16,000 yearly.” 

(7) Criminal Hazards Insurance— 
a very prolific source of credit 
losses. “Fidelity bonds are indeed 
important but an example will 
illustrate certain shortcomings for 
creditors. 

“A district manager, on discover- 
ing a cashier had defaulted, induced 
the thief to confess and sign a note 
for the deficiency, whereupon the 
employer could not collect under his 


fidelity bond because the item had 
now become Notes Receivable. It is 
important to remember that upon 
discovery of an embezzlement im- 
mediate notice should be given to 
the surety and the salvage process 
left in its hands. 

“Prevention is a keynote in many 
criminal losses. Industry ‘invites’ 
many losses by the careless manner 
in which funds are handled, by fail- 
ure to recognize human frailty and 
temptation, and by a _ perfunctory 
auditing procedure.” 

(8) Liability Risks—-Ordinary 
transactions in business contain 
many perils for the owner, the op- 


with the power company that he 
would hold them harmless for any 
accident arising from use of the 
power company’s equipment.” 

“(B) The hiring of independent 
contractors may introduce another 
group of problems and _ losses, al. 
though some may think the clasgj- 
fication ‘independent’ incurs po 
liability on the part of the employer 
of such services.” 

(C) The subrogated claim. “A fire 
occurs on the premises of one in- 
sured, and his underwriters pay him 
for the loss, then request the privi- 
lege of bringing action against the 
third party alleged to be responsible 


“The mere existence of insurance policies is not adequate 
assurance that the buyer and his creditors are safeguarded. Each 
must know whether or not the insurance is collectible. 

“To what avail is fire insurance if the policyholder is using a 
piece of equipment that completely nullifies the insurance on the 


entire plant? - 


“A large textile firm impaired all of its fire, business interruption 
and general liability insurance by signing away certain of its rights 


in a lease. 


“The so-called comprehensive liability policy is no guarantee 
against all liability claims; as a matter of fact, there are a great 


many exclusions. 


“There is no simple formula which will guarantee security to 
the credit man. Unfortunately, many who sell insurance are noi 
sufficiently qualified to protect the insured. Management must learn 
enough about the insurance to know whether it actually covers or 


not.” 


erator and the creditor, and many 
take on the characteristics of the ex- 
traordinary. The trend of court de- 
cisions is (a) to make the party 
causing injury pay, even though not 
grossly negligent; (b) to extend the 
scope of ‘loss’ beyond bodily injury 
to include such types of ‘personal’ 
losses as slander, plagiarism, reli- 
gious persecution, loss of services, 
even consortium. 

“The results are extremely high 
awards and an increased number of 
claims. There have been numerous 
awards to individuals in excess of 
$100,000—in one case, $240,000—with 
calamitous effects on credit. 

“(A) It is not enough to face the 
ordinary direct liability claims for 
our acts; we must recognize the dan- 
gers of the contingent type of liabil- 
ity losses. 

“A baker arranged with a power 
company for the installation of a 
transformer on the edge of his prop- 
erty. A boy climbed the fence and 
made contact with the live wires. 
Did the baker’s public liability policy 
cover? The answer is no, for he dis- 
covered he had signed an agreement 
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P. D. BETTERLEY 


for the loss. This may be his next- 
door neighbor, a mercantile store or 
a factory nearby.” 

(9) Life Insurance—some possible 
applications of life insurance to 
credit protection: 

(a)—There is the “key” man 
whose contribution to earnings may 
be personal and specialized. Life 
insurance might well be used to pro- 
tect the business and its creditors, 
Mr. Betterley points out. 

(b)—It may be used to provide 
capital while the key man’s success0! 
is being trained. 

(c)—It may be a means by which 
one may control a business and keep 
it in proper hands, but one must be 
careful to make correlated pro 
visions, he says, lest there be keen 
frustration, as illustrated in the fol- 
lowing case: 

“A business leader intending t 
protect his son and provide for the 
son to carry on the business, 4! 
ranged for a large amount of life in- 
surance which it was expected would 
be converted into working capital. 
The plan failed because the mans 

(Concluded on page 32) 








iat he 


any 
of the 


sndent 
nother 
Ss, al. 
classj- 
‘Sno 
ployer 


‘A fire 
ne in- 
ry him 
privi- 
ist. the 
ynsible 


quate 
Each 


ing a 
n the 


ption 
rights 


antee 
great 


ity to 
e not 
learn 
rs or 


EY 


5 next- 
tore or 


ossible 
nee to 
man 
gs may 

Life 
to pro- 
editors, 


orovide 
ccessor 


r which 
id keep 
nust be 
1 pro- 
e keen 
the fol- 


ling t0 
for the 
‘SS, al- 
life in- 
1 would 
capital. 
. man’s 
hage 32) 





















Introducing ...the all-new 
Burroughs Ten Key 


adding machine 


Now, Burroughs offers you a new standard of operating ease 
and convenience in ten-key adding-subtracting machines. Light and 
compact in design yet durably rugged in construction, the 
Burroughs Ten Key is new all through, with scientifically 
positioned keyboard and controls . . . light-touch quick-action keys... 
cushioned-quiet electric operation. See it today and you'll agree—this 
great new Burroughs is truly the finest ten-key adding machine. 
The yellow pages of your telephone directory list your nearest 
Burroughs dealer or Burroughs branch office. 
Burroughs Corporation, Detroit 32, Michigan 


Burroughs 
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Filing Valued Papers without Insurance Is Like 
lighting Your Cigar with a Hundred Dollar Bil 


By JOSEPH F. HIRSCHMANN 


Manager, Burglary-Inland Marine Dept. 
National Surety Corporation 


New York, New York 
N the old days the height of 
affluence (at least in the funny 
papers) was to light a cigar with 
a ten dollar bill. 
Despite the fact 
that the cigar 
was probably a 
nickel job, the 
impecunious and 
envious onlooker 
knew exactly 
what the cost of 
stoking that cigar 
came  to—$ten 
dollars$ — plus 
the cost of the cigar—and poof! 
—they both went up in smoke. 

Lighting It with a Document 

Let’s complicate things a little. 
Suppose our friend takes to lighting 
his cigar with any document that 
might come to hand. It isn’t nearly 
as impressive but it is far more 
troublesome, at least so far as de- 
termining the cost is concerned. The 
effects are frequently long in com- 
ing. It isn’t until his victims attempt 
to replace the document that he fully 
understands the value of it and the 
costs involved in reproducing it. 
Here we have a direct damage to a 
specific object with a highly indefi- 
nite value. Ten dollars? Twenty 
dollars? A hundred dollars?—Who 
knows! 

In insurance, taking care of objects 
with a specific worth is no problem. In- 
suring any property where the values 
fluctuate or where depreciation or ob- 
solescence is a factor is something else 
again. Insurance on property of a docu- 
mentary nature, where few common 
standards of value measurement exist, 
is perhaps the most difficult—and from 
the point of view of a prudent business- 
man is perhaps the most important. 

It should be understood at the 
outset that fire insurance policies 
per se recognize this factor and ac- 
cordingly provide coverage far short 
of the actual needs of the buyer 
whose primary interest is in his 
records. From the point of view of 
a fire underwriter, the limitation of 
coverage on the replacement value 
of books and records is a sound one, 
in that they represent an unknown 
quantity and a severe challenge to 
the concept of “insurance to value” 


J. F. HIRSCHMANN 


as required by the coinsurance 
clause. Therefore, it is a proper ob- 
servation that the ordinary fire policy 
does not embrace the special prob- 
lems affecting valuable papers and 
records, and in fact goes out of its 
way to Say So. 

Up to now we have referred to 
fire as the threat to records. There 
is no question but that it does pre- 
sent the most hazardous peril, mostly 
because of its violently progressive 
nature and the necessary additional 
damage done in its extinguishment. 
Fire no doubt presents the pre- 
eminent cause of total loss. 

It is precisely at that point that 
an additional problem presents it- 
self to those unfortunate enough to 
have had a loss by fire. The point is 
easier to illustrate if we assume there 


has been a total loss. In order to 
prove a claim it is necessary to 
substantiate it by records. If records 
have been destroyed the first ex. 
pense will be for the always difficult 
task of reconstructing them. This wil] 
be at the assured’s expense unless he 
had the foresight to insure his rec- 
ords as such. He would be put in 
funds to reconstruct his records to 
prove his fire claim. 

Records are subject to many dam- 
ages other than fire and any insur- 
ance on them should be as broad as 
possible, but above all for a suf- 
ficient amount in relation to the 
probability of dollar loss. 

Recently a prominent title com- 
pany in Columbus, Ohio, suffered a 
severe loss by fire. This brought out 

(Continued on opposite page) 





Ohio Title Corporation, 


PRONE ADAMS 8277 


Covwmeus 


June 1, 1953 
National Surety Corporation, 
5 E. Long Street, 
Columbus, Ohio. 


Attention: Mr. Calvin A. Soriero 
Gentlemen: 


After my conversation with your Mr. Soriero, 
it has occurred to me you might be interested 
in a few comments concerning your valuable 
papers insurance coverage on our title plant, 
books and records, which were involved in our 
disastrous fire on December 9, 1952. 


There are several phases of this matter which 
would be of interest. 


The first might well be—why did we purchase 
this coverage and how did we arrive at the 
amount. When we purchased the insured 
material in 1948, it was arbitrarily capitalized 
at $100,000.00, although its production cost 
exceeded this figure several times over, and the 
discussion at that time contemplated protect- 
ing it for its full capitalization. I knew that 
National Surety Corporation had the type of 
policy we sought. I learned of it at a meeting 
of American Title Association, at which a 
representative of your company spoke and out- 
lined its advantages. At the time the discussion 
was going on, concerning $100,000 coverage, 
I was short-sighted enough to worry about the 
premium. Recognizing that complete destruc- 
tion of this material would virtually put us 
out of business, we hit upon what we thought 
was the solution. We micro-filmed a portion 
of the plant, storing the same off the premises, 
and reduced the coverage to $35,000.00. We did 
not appreciate that capitalization was one 
thing and reproduction cost another nor that 
additional information would be added to the 
matter which was micro-filmed, which, being 
current, was more important than the material 
photographed. We did assume, however, that 
this new material could be recovered from the 
“take-off.”” What we did not foresee, however, 
was that a large portion of this take-off 
would remain in the office, and as you know 
was also destroyed by the fire. Even the micro- 
filming was limited to the basic plant. Thou- 
sands of “starts’’ were not filmed. 


Another matter which was not given full con- 
sideration was the fact that the insured ma- 
terial was located on the 4th floor of a building 
which was not fireproof. That this situation 
alone did not bring about complete destruction 
of the records was due to sheer luck in that 
the fire jumped past our floor and the floor 


below, through ducts, to the roof of the build- 
ing, immediately over our quarters, and burned 
back against us. The fire was brought under 
control and our floor did not cave in. The 
caving of the floor would have precipitated tons 
of our files into the basement of the building, 
already filled with water to a five-foot depth. 
As all of these files must be located under a 
strict filing formula, it is not difficult to 
imagine what would have happened to the 
files, falling through four floors of the building 
and landing in five feet of water. We are 
confident that, had this happened, the brick 
exterior wall of the building would have col- 
lapsed inward and the bursted files under water 
would have been covered with rubble. 


Lucky as we were, so far as actual fire destrue- 
tion was concerned, we experienced a water dam- 
age far exceeding actual fire damage. A large 
percentage of our records were contact prints. 
The water damage to these prints caused them 
to adhere when slightly wet. When severely 
wet the emulsion on these prints washed off 
and the image was lost. 


Regarding hand-written records, we discov- 
ered that the extent of water damage depended, 
in large measure, on the type of ink used in 
making the record. Certain types of ink com- 
pletely disappeared or blurred to the point 
where it could not be read. This damage, in a 
sequence of title history, produced a gap which 
can only be supplied by a re-check of the 
public records to fill this gap. The typewritten 
material remained legible, but we discovered 
that the water damage produced a deteriora- 
tion of paper to the point where we now find 
that matter carried on cheaper grades of paper 
will need to be reproduced, even where now 
legible, to avoid destruction of the paper. 

It would be our recommendation to anyone 
having title records which are drawn upon for 
daily information, (or any similar type of 
records) to protect them by your type of 
insurance to an extent which would permit the 
total reproduction of these records quickly, 
(and therefore expensively), and such pro- 
gram should come up for annual discussion 
in the light of current costs and the utility 
value of the information the records contain. 
In closing, we wish to thank your company 
for its realistic approach to our problem and 
its early settlement of our claim, which, 4 
you well know, entailed paying us the face 
of our policy. 

Very truly yours, 


— 7 —~—w sd Poh 


Fred R. Place, 
President 


ne 


A 
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OSEPH F. HIRSCHMANN be- 

gan his insurance career in 1926 
with Appleton and Cox, Inc. After 
serving successively in the city in- 
land marine department and as field 
representative in the New York 
metropolitan area, in 1939 he was 
put in charge of countrywide in- 
land marine underwriting. 

From 1941 to 1949 he was execu- 
five assistant to the president, and 
superintendent of agencies. 

He joined National Surety in 
New York as inland marine man- 
ager in May, 1949, subsequently 
adding responsibilities for the bur- 
glary and related lines. 


in bold relief some of the problems 
vividly apparent only when an actual 
loss takes place. The title company 
was good enough to write to its 
insurers and tell of some of the 
problems it faced, not only those of 
deciding how much insurance to 
carry but also some of the pre- 
dicaments that followed the loss. 

Any policyholder is faced with the 
same problems in ratio to the im- 
portance of records to its business 
activities. This assured carried spe- 
cific insurance on its valuable rec- 


f ords but found even that insufficient 


to cover the needs. Had it insured 
them on a standard fire policy, the 
loss would have been very much 
greater. The title company’s letter 
is reproduced here in its entirety. 


The first important problem its execu- 
tives faced was determining the proper 
amount of insurance to buy. Admittedly 
this is a difficult decision. An insurance 
company would have some idea of the 
costs of replacing a building or replac- 
ing its contents and so advise a policy- 
holder, but it is not in the same posi- 
tion with respect to determining the 
value or the costs or the problems in- 
herent in reproducing records. Experi- 
ence shows that the policy buyer is best 
able to do this. 


In many cases there are records 
which could not be conceivably re- 
produced, yet have an important 
place and value in the business of 
the assured. Matters of this kind 
usually are resolved at the time of 
the issuance of the policy by an 
agreement as to the value of certain 
specific documents, and by having 


such agreed values appear in the 
Policy, 


It is pointed out that microfilming, 
While helpful, is not by any means 
the complete answer to this assured’s 
problem. This is particularly so 
Where value of the microfilmed ma- 
terial might be completely changed 
y _later material, the micro- 
ming of which was delayed or was 


(Concluded on page 32) 


‘The unusual 


did happen 


LL business insurance is for the unusual. The executive 
who pays American Credit Insurance premiums does 

not want to collect. BUT he knows Accounts Receivable 
is a prime asset of his company . . . the threat of bad debts 
is ever present . . . some companies do suffer damaging 
credit losses . . . his company could be among this unfortu- 
nate minority . . . the result could be serious. We list here 
a few of the larger loss payments made by American 
Credit this year as an example that the unusual did happen. 


POLICYHOLDERS BUSINESS LOSS PAYMENT 


TV and Radio Sets.................$ 35,611.95 

$ 28,073.25 
Electrical Appliances $105,824.98 
Sewing Machines and Parts. .........$ 32,442.53 
Cabinets and Toys..................$ 86,829.46 
Wool and Wool Tops................ $ 34,689.56 
Radio and TV Parts................$ 25,000.00 
Floor Coverings and Appliances.......$ 32,707.31 
Communications Equipment... .......$ 46,354.63 
Plastic Yarns $111,634.03 


Because these amounts of money were put back into work- 
ing capital these policyholders were in a position to 
immediately earn the profit that would normally accrue 
from turnover of that capital. For booklet, write Dept. 47, 
First National Bank Bldg., Baltimore 2, Md. 


American Credit 
Indemnity Company 
of New York 
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Taking the Atrophy out of Catastrophe 
Kestoring Maimed to Work Also Redaces Soaring Payments for Disabity 


By STANWOOD L. HANSON 
Assistant Vice President 


Liberty Mutual Insurance Company 
Boston, Massachusetts 


HE dollar amount of benefits 
Possabi to workers for disabil- 
ities from accidents or occupa- 
tional diseases 
arising out of 
their employ- 
ment has in- 
creased con- 
stantly since 
1911, when our 
first compensa- 
tion laws were 
enacted. 
4 A typical illus- 

S. L. HANSON tration is the 
Massachusetts law, one of the first 
passed. Maximum payment for total 
disability was $10 a week for not to 
exceed 300 weeks, even for perma- 
nent total disability. It provided for 
payment of medical expenses for 
only the first two weeks. 

In contrast, the present law pro- 
vides for $30 a week, and additional 
payments for dependents, for perma- 
nent damage to body parts and for 
disfigurement, payable for life in 
cases of permanent disability and 
lifetime medical payments also in 
cases where they are required. 
Twenty-three of our existing com- 
pensation laws provide disability 
payments for life for total permanent 
disabilities and in 35 of the juris- 
dictions medical benefits may be 
awarded for as long as the individual 
lives. 

The cost of a single case today may 
equal what would have been considered 
a catastrophe loss 10 or 15 years ago. 
The reserves required to be set aside 
for contingency payments on a young 
employee who is permanently and to- 
tally disabled and requires medical 
treatment and hospitalization for the 
balance of his life can run into hundreds 
of thousands of dollars. 

Because of this rising cost of dis- 
ability under workmen’s compensa- 
tion laws, Liberty Mutual Insurance 
Company decided more than 12 
years ago that studies must be 
undertaken to find methods to re- 
store some of these seriously dis- 
abled individuals to employment. 
Examination of many cases disclosed 
a pattern of causes for such disabil- 
ity. It was felt that some relief could 
be obtained through proper applica- 


tion of new developments in medi- 
cine. A substantial number of the 
cases had not made early progress 
toward recovery, owing to complica- 
tions in the traumatized or fractured 
part or from superimposition of the 
injury on a previous bodily ailment. 


Study Shows Diagnosis Incomplete 

The study often seemed to evince 
that errors in diagnosis had been 
made, that there should have been 
intensive diagnostic study earlier in 
some adequate hospital or clinic 
facility, and that the diagnosis and 
treatment should apply to the man 
as a whole. The company enlisted 
the aid of consulting specialists in 
43 of our larger industrial commu- 
nities to act as medical advisers, to 
review medical progress on all cases 
of serious disability, most often frac- 
ture or other trauma. 

The company has utilized the serv- 
ices of orthopedists with special ex- 


TANWOOD L. HANSON, as- 

sistant vice president, Liberty 
Mutual Insurance Company, Bos- 
ton, has been with the company 
36 years, since graduation from 
Bowdoin College in 1918. He has 
served in administrative capacities, 
dealing especially with workmen's 
compensation laws and medical 
services. For the last four years he 
has been a member of the board of 
trustees of the Bay State Society for 
the Crippled and Handicapped, 
Inc., Worcester, Mass., and since 
1949 on The President’s Committee 
on Employment of the Physically 
Handicapped, Washington, D.C. 


perience in traumatic work, to re- 
view medical histories, consult with 
treating physicians and recommend 
diagnostic work or technical pro- 
cedures in the best interest of the 
patients. This is directed solely at 
giving the physician any assistance 
that can be provided. These reviews 
may confirm the treatment, may 
reveal the need of further X-ray, 
laboratory or diagnostic studies. 
The study revealed a second large 
group that had progressed well 
through surgery and surgical heal- 
ing, had been discharged from the 
hospital as cured, but had not re- 
turned to any form of work months 
or even years later. Again the 
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causes were multiple, but still they 
formed a pattern of continued dis. 
ability due to stiff joints, atrophied 
muscles, fear of recurrent injury, 
lack of confidence, or combinations 
of residual disability following an 
earlier illness. 

A checkup of facilities in the Unitej 
States and Canada convinced the con- 
pany that a service combining diagnos. 
tic study with physical restoration could 
do much to help treating physicians 
rehabilitate many of this group. To pro- 
vide a place for such service Liberty 
Mutual’s first rehabilitation center was 
opened in Boston in June, 1943. A sec- 
ond center was opened in Chicago in 
January, 1951. 

These centers have consulting 
staffs of physicians qualified in 
orthopedics and _ experienced in 
trauma. They examine all cases on 
admittance, so that the exact condi- 
tion of the injury may be known and 
rehabilitation therapy correctly pre- 
scribed. Also on the staffs are phys- 
icians qualified in internal medicine. 
Each patient has a chest study and 
a complete physical examination, 
supported by any laboratory studies 
indicated. The full-time staffs of the 
Centers consist of physical therapy 
and occupational therapy technicians 
as well as prosthetists and trained 
counselors. 


Centers Are Fully Equipped 

The equipment includes examin- 
ing rooms, routine physical therapy 
and hydrotherapy devices, and many 
standard types of machines for phys- 
ical therapy exercise. The Centers 
also contain well-equipped work- 
shops and departments of recrea- 
tional therapy for graduated exer- 
cises under occupational therapists, 
for observation and development of 
work tolerances. The pre-vocational 
undertakings are selected to fit the 
patient’s interest, to help him re- 
establish confidence, and to harden 
him to actual work ability. 


A study of 2,614 cases of all kinds 
treated at the Boston Rehabilitation 
Center reveals some interesting 
facts. The average age of male pa- 
tients has been 44.5 years, females 
45.1. The average length of time 
from the injury or surgery to ad- 
mission to the Center has been 68 
months, treatment 42 days. Treat 
ment improved 2,210 cases or 85 pe! 
cent. Not improved were 404, % 
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15 per cent. Of those improved, 
1,857, or 84 per cent, were restored 
to work. Average cost of rehabilita- 
tion per case amounted to $560. 


We included a service for amputees, 
under the guidance of experienced phys- 
icians and trained prosthetists—tech- 
nicians qualified to manufacture and fit 
artificial limbs. 

When problems of stump shrink- 
age, flexion deformities and muscle 
weakness have been solved, the 
prosthetists help select an artificial 
limb best suited to the patient’s cir- 
cumstances and contemplated kind 


of employment. After careful meas- | 


urements, the artificial limb is 
manufactured to suit size, weight, 
posture, etc. 
are carefully fitted and the amputees 
taught to use them correctly. This 


is carried out in such precise fashion | 


that even bilateral arm and leg 
amputees learn to be entirely self- 
sufficient, to put on their limbs, make 
their toilets, dress themselves, eat, 
travel on public transportation, drive 


cars and use the tools of their future | 


employment. 


Some Inspiring Statistics 
Virtually all wear their devices 
successfully, and three-fourths of 
those who have completed training 
have returned to remunerative em- 
ployment, including men who have 
lost both legs above the knees, men 
who have lost both arms above the 
elbows. Of 252 cases of completed 
treatment at the Boston center, 191 
(75.7%), have returned to work, in- 
cluding 23 who had lost more than 
one member. Twenty of the 23 are 
working, two are retired because of 

age. Only one was a failure. 


In many of these serious cases 
where rehabilitation has not re- 
turned an employee to an occupa- 
tion, it has succeeded in improving 
him to the point that he does not 
need to live in a hospital, to have 
nursing care or even attendant care. 
Every case so rehabilitated relieves 
a hospital bed, a trained nurse to do 
other work and attendants to engage 
in possibly more productive enter- 
prise. These gains help relieve the 
tremendous costs and socially are of 
great benefit to individual and com- 
munity. 


Paraplegia and Quadriplegia 

Dramatic proof is found in Liberty 
Mutual’s experience in the handling 
of paraplegia and quadriplegia cases, 
Where the employee has suffered a 
fracture or dislocation of the spinal 
column which in sequence severs or 
severely damages the spinal cord. 
If the injury occurs to the middle 


(Continued on following page) 


The completed limbs | 





Year in and year out you'll do well with the 








EXPLOSION BURGLARY 


Could you collect 


your accounts receivable 


...if your records were destroyed? 


Imagine it! All your accounts receivable records—gone! 
No way to tell who owes you money ... or how much 
they owe... or what they owe it for. 


You’d be in a tight spot, wouldn’t you? 


Because when you don’t collect, you lose more than 
the actual cost of your merchandise or services. 
You’re out overhead expenses, too. And out the profit 
you'd counted on. 


It’s not a pleasant picture, is it? But you can make sure 
you will never have to face it. Accounts Receivable 
Insurance protects you against financial loss because of 
the damaging or disappearance of your records. Many, 
many hazards are covered. Among them fire... storm 

... water damage... earthquake ... explosion... burglary. 


The cost is moderate, the protection great. Ask your 
Hartford Accident and Indemnity Company Agent 
or your insurance broker for the exact cost on your 
records. And make a note to check the insurance 
programs of your credit applicants. Obviously, 

those with Accounts Receivable Insurance are 
better credit risks. 






Hartford i 


Hartford Fire Insurance Company ¢ Hartford Accident and Indemnity Company 
Hartford Live Stock Insurance Company ° 


Hartford 15, Connecticut 
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or lower spine, then the legs and the 
lower part of the trunk from the 
point of severance down are para- 
lyzed, including the functions of the 
bladder and bowels. This is called 
paraplegia. 

If the point of severance is higher 
up, in the region of the neck or 
upper spine, the paralysis may in- 
volve not only the legs but the arms 
and many of the functions of the 
body, including the bladder and the 
bowels. This is known as quad- 
riplegia. 

Up to the onset of World War II 
most cases of paraplegia and quad- 
riplegia died within months, either 
from shock or from uremic poison- 
ing due to bladder paralysis. 

Since 1940, under new methods in 
surgical care and wonder drugs, many 


On the 91 open paraplegia cases, 
Liberty Mutual is carrying reserves 
of over $4,665,000 to pay for future 
indemnity and medical benefits 
which will be due. Rehabilitation has 
been undertaken on 64 and com- 
pleted on 49, of whom 25 (or 51%) 
have returned to work or are in 
business for themselves. The remain- 
ing 24 cases have been returned to 
their own homes or convalescent 
homes. 


Statistics on 49 Cases Rehabilitated 


Estimated compensation cost if not re- 


DINU ech sone hacnn sc gee $1,064,070 
Estimated medical cost if not rehabili- 

De one eG te eee 3,830,500 
Cost of rehabilitation on completed 

OS EE a ren eee eo a 488 654 
Estimated saving in masini ‘cost 

by rehabilitation .... ... 57,400 
Estimated saving in medical. “cost “by 

rehabilitation ............ sais cases a 


There is a_ gross. saving of 


Ee : 


comminuted fracture of the left 
humerus, fracture of the left tibia 
and fracture of the malleoli bilater- 
ally with an initial complete para- 
plegia. He was confined to a hospital, 
from Sept. 2, 1950, until May 28 
1951, when he was transferred to 
the Boston City Hospital to the 
paraplegia service, remaining until 
July 30, 1951. Next he was taken to 
the Boston Rehabilitation Center of 
Liberty Mutual, where he received 
physical restoration training and 
learned to ambulate with Loffstrand 
crutches. After aptitude tests, on his 
discharge in mid-January of 1952, 
he went to the Joseph Bulova School 
of watchmaking. By April 1953, he 
completed in 14 months a course 
which normally requires 18 months, 
and married. 





THE WORKSHOP at the Rehabilitation Center established in Boston by the Liberty Mutual Insurance Company. 
A second center functions in Chicago. Note the specially-trained nurses helping with both therapy and counsel. 


live on indefinitely. The Veterans Bu- 
reau has perfected methods which teach 
paraplegics self-care, how to walk with 
crutches, how to drive cars with special 
hand controls, how to perform sedentary 
work. 


Liberty Mutual has 91 open para- 
plegic cases and practically all have 
indefinite period of life expectancy. 
With the cooperation of Dr. Donald 
Munro, Liberty Mutual has de- 
veloped a program for rehabilitation 
of paraplegics. Dr. Munro has de- 
veloped some of the best known 
techniques for spinal and nerve 
surgery to relieve many of the com- 
plications. Through his services at 
the Boston City Hospital, instruction 
in ambulation by part-time services 
of experts from Cushing General 
Hospital, Framingham, Mass., and 
through the services of the Boston 
Rehabilitation Center, the company 
has succeeded in partially or com- 
pletely rehabilitating a substantial 
number of paraplegia cases. 


s 
$2,239,600. Rehabilitation cost Lib- 
erty Mutual $488,654, a net saving 
of $1,750,946. 

The smallness of amount saved 
on compensation indemnity pay- 
ments is because most compensation 
laws state that if a man has lost 
both legs by amputation or the use 
of both legs as the result of an in- 
jury, he will be deemed to be totally 
and permanently disabled and will 
receive maximum payment under 
the law. The savings made on future 
hospital, nursing and attendant care, 
however, are tremendous. 

Take the case of Paul Orva, recent 
arrival from Finland who was in- 
jured in the employ of a company 
in Massachusetts. A 100-foot fall 
from the roof of a grain elevator to 
a railroad track resulted in a com- 
pression fracture of three lumbar 
vertebrae and part severance of the 
spinal cord in the lumbar area. He 
also received comminuted multiple 
fractures of the mandible, compound 
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At the hospital, center and school he 
had been taught to speak, read and 
write the English language. Following 
graduation from the Bulova Watch 
School he returned to Massachusetts 
and opened a jewelry store. His busi- 
ness is beginning to prosper and he 
appears well established in his new life. 


He ambulates with one Loffstrand 
crutch, puts in five full days a week, 
travels by bus. Until he is more 
firmly established, a small subsidy 
is being paid by the insurance com- 
pany as a part of his rehabilitation 
training. 

In computing the savings in 
medical and compensation benefits 
in the Paul Orva case, it is assumed 
that the claimant, who was 26 years 
old at the time of injury, would have 
required two years of additional 
hospital care. The estimated cost of 
such hospitalization is $15,000. As- 
suming arrangements then coul 
have been made to get this man into 
a private nursing home at $100 4 
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week and that he then lived out his 
normal life expectancy of 36 years, 
that would call for an additional 
$187,000. The following will give the 
rough approximation of the savings 
effected by our rehabilitation pro- 


gram. That’s $202,000. The cost of our | 


rehabilitation was $25,000. Deduct- 


ing $25,000 from $202,000 leaves | 
$177,000 estimated savings of medical | 


expense through rehabilitation. 


Compensation Cost Saving 


If this man lives out his full life- | 


span as a permanent total disability 


at $27.23 weekly, the compensation | 
cost will be about $50,000. If he is | 


able successfully to operate a small 


business, we may be able to estab- | 
lish a partial earning capacity with | 


consequent reduction in rate, and 


effect a saving of $10,000 to $50,000. | 


This, however, is speculative. 


Rehabilitation of seriously injured | 
workmen requires in every case a | 


coordinated program of contributing 
technical services, therefore is de- 


pendent upon accurate diagnosis, | 
competent surgery, a program of | 


physical restoration, vocational re- 
education in some cases and ap- 
propriate placement on a safe and 
productive job in all cases. 

To handle management and co- 
ordination of the program Liberty 
Mutual has employed and trained 
degree nurses who are called re- 
habilitation nurses. They do the 
counseling of the injured man to 
win his cooperation with the needed 
medical or surgical services. They 
plan and arrange the programs for 
physical and vocational rehabilita- 
tion. They work out the details of 
placement with the former employer 
or a new employer. Above all else 
the job must be safe for the worker, 
and productive. 


Placement Key to Geriatrics 

Within the knowledge of place- 
ment lies the key to the overall 
problem of geriatrics. 

We have proved that most of the 
handicapped and many from the 
older age group can be safely and 
productively placed in remunera- 
tive undertakings. What is required 
is preparation. 

Industry, labor and society are 
best served when the legal and 
medical aspects of industrial dis- 
ability are so harmonized that in- 
lured workers are returned to safe 
and productive jobs at the earliest 
possible date. The growth of public 
Interest is very encouraging. Re- 
habilitation serves as a meeting 
sound for industry, labor, law, 
Medicine and insurance; it can do 
much to reduce controversy in the 
‘ompensation system. 





LOOK FOR THIS MAN! 


He is your local U.S.F.& 6. Agent 


Baw, want to see him because he knows 


how to give your company maximum coverage 





against losses which are due to dishonesty, 
vandalism and accident ... with a minimum 


of premium outlay. 


Or if you want to see him today, there is a 
U.S. F. & G. agent in your community who 


will be glad to call on you at your convenience. 


Naturally there is no obligation. 





CASUALTY 
FIDELITY-SURETY 


FIRE 





aS 


United States Fidelity & Guaranty Company, Baltimore 3, Md. 
Fidelity Insurance Company of Canada, Toronto 
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New Checklist to Guide May 


By W. E. JEFFREY 


Assistant Vice President 
Marsh & McLennan, Inc. 
New York, New York 
LL through the ages, thoughtful 
men have struggled to find 
better use of the time allotted 
to them during 
their brief stay 
on earth. One of 
the evidences is 
the growing style 
of reducing 
broad business 
subjects to 
graphs and 
charts. In many 
instances, these 
devices have been carried too far and 
have failed to achieve their purpose. 


W. E. JEFFREY 


Clear thinking about the proper 
use of these graphs and charts is a 
necessity, otherwise interpretation of 
their facts and figures may mislead 
rather than guide correctly. 


Over a period of years, in our in- 
surance work in behalf of the Asso- 
ciation, members seemed to be gen- 
uinely interested in having a check- 
list which would warn them about 
potential business losses and thereby 


SPECIALIZING in casualty and 

automobile insurance although 
experienced in all types of insur- 
ance, Wallace E. Jeffrey, assistant 
vice president of Marsh & Mc- 
Lennan, Inc., New York, joined the 
organization in 1921. His work en- 


tails extensive travel here and 
abroad. For the last five years he 
has devoted most of his time to 
development of insurance programs 
for banking and finance. He is of 
that rare genus known as a genuine 
New Yorker, tracing his family’s 
residence there to the days when it 
was known as New Amsterdam. He 
was born in Brooklyn. 

Mr. Jeffrey is chairman of the 
insurance committee and advisory 
council of the National Association 
of Credit Men, a member of the 
Insurance Brokers Association of 
the State of New .York, and has 
taught casualty coverages in the 
School of Insurance. He is a mem- 
ber of the board of the New York 
Credit & Financial Management As- 
sociation and is on the national 
panel of the American Arbitration 
Association. 


POSSIBLE CAUSES OF | 


ON PREMISES 


IN OFFICE SAFE 


IN TRANSIT 


IN THE BANK 


ACCOUNTS & NOTES 
RECEIVABLE 


ON PREMISES 


ON PREMISES 


IN TRANSIT 


INVENTORY 


IN WAREHOUSE 


(INCLUDING 
PLEDGED) 


IN PROCESS 


enable them to obtain, through 
normal channels, appropriate insur- 
ance coverage. A chart for this pur- 
pose was devised and subsequently 
changes were made to keep it up to 
date. On this and the opposite page 
is printed the most recently revised 
chart. 


Subdivisions Explained 
You will notice that there are nine 
subdivisions in the lefthand column 
and the first seven items are followed 
immediately by an explanation , of 
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Prepared by the Insurance Committee 4 


Dishonesty of employees or officers—Bur, 
holdup—Mysterious disappearance—Direc} 
damage such as fire and extended coverag 
sprinkler leakage, malicious mischief, voy 
etc. 


Burglary of safe—Dishonesty of employee; y 
cers—Mystericus disappearance—Fire and » 
ed coverages, explosion, flood, earthquok, 
windstorm, sprinkler leakage, vandalism, m 
mischief, etc. Kidnapping of employee, for) 
return and open office safe. 


Employee dishonesty—Fire, explosion, flood, 
quake, riot, windstorm, vandalism, malicic, 
chief, etc.—Holdup or robbery—Mysterioy 
appearance. 


Dishonesty of depositors, employees or ofy 
Forgery of checks. 


Insolvency of debtors—Destruction of 
through any cause such as fire, explosion, 
earthquake, riot, windstorm, vandalism, 
mischief, etc. Dishonesty of Employees. 


Direct physical damage such as fire and et 
coverage perils, sprinkler leakage, malicis 
chief, vandalism, etc.—Dishonesty of emplo 
officers—Robbery or burglary—Mysterious 
pearance—Boiler and pressure vessel explos 


Employee dishonesty—Fire, explosion, flood, 
quake, riot, windstorm, vandalism, malic 
chief, etc.—Holdup or robbery—Mysteri 
appearance—Damage or destruction 

custody of carrier.—Dishonesty of employe 


Direct physical damage such as fire and ¢ 
coverage perils, sprinkler leakage, malici 
chief, vandalism, etc.—Dishonesty of ¢ 
officers, or warehousemen—Robbery or b 
Mysterious disappearance. 


Direct physical damage such as fire and ef 
coverage perils, sprinkler leakage, malici 
chief, vandalism, etc.—Dishonesty of emp! 
officers—Robbery and burglary—Mysteriou 
pearance—Negligence of processors. 


where the loss might occur. On all 
nine items, the last section explains 
the possible causes of loss. 

The last two items are arranged 
somewhat differently, because legal 
liability for personal injuries, dam: 
age to the property of others and the 
loss of earnings and profits are no! 
confined to any particular location 
and, therefore, obviously affect @l 
assets. 


The committee has had frequet! 
requests to supplement the chart * 












ment CoO Insurance Coverage 


L@ ASSETS OF A BUSINESS 


redit & Financial Management Association 









HINERY AND ON PREMISES 


URES 






ON PREMISES 
he IN OFFICE SAFES 
URITIES 
AND 
od, QUESTMENTS 
icion IN TRANSIT 
erious 
si IN THE BANK 
of ML ESTATE ANYWHERE 
MOBILES, WHEREVER 
THEY MAY BE 


S, 
s, ETC, 


PRECEDING ASSETS SUBJECT TO EXPENSE 
JUUGMENTS ARISING OUT OF CLAIMS FOR 
DNAL INJURIES AND/OR PROPERTY DAM- 
ESULTING FROM: 


IS AND EARNINGS SUBJECT TO LOSS 


, all § that appropriate forms of insurance 
lains J} Would be named for each of the in- 

dicated possible causes of loss. To 
nged accomplish this would be just about 
legal | 28 easy as finding “the pot of gold at 


dam [& the end of the rainbow”. Currently, requirements. 

d the there are more than 500 different Factors Compactly Presented 

, not {§ forms of insurance available. Many No claim is made that the informa- 
ation of these coverages cannot legally be tion on the chart is perfect. Obviously, 
t all Written in a number of states, and the mere passage of time will cause 


even more of them are available to 
only a limited number of types of 
business, Fortunately, there are thou- 


quent 
rt $0 












Direct physical damage such as fire, windstorm, 
etc. Breakdown of machinery—Boiler and pres- 
sure vessel explosion. 


Fire, explosion, flood, earthquake, riot, strikes, 
windstorm, vandalism, malicious mischief, etc.— 
Dishonesty of employees or officers—Forgery, bur- 
glary, robbery, or theft—Mysterious disappear- 
ance. 


Fire, explosion, flood, earthquake, riot, strikes, 
windstorm, vandalism, malicious mischief, etc.— 
Burglary or robbery—Mysterious disappearance— 
Kidnapping of employees, forcing to return and 
open office safe. Dishonesty of employees. 


Dishonesty of employees or officers—Holdup, 
robbery, or theft—Loss while in custody of 
carrier—Mysterious disappearance, 


Direct physical damage such as fire, windstorm, 
etc.—Dishonesty of employees or officers—For- 
gery. 


Direct physical damage such as fire, windstorm, 
etc.—Boiler and pressure vessel explosion. 


Fire, theft, collision, etc. 


OWNERSHIP OF BUILDING—OPERATION OF ELE- 
VATORS — EXPLOSION — BOILERS, MACHINERY, 
PRESSURE VESSELS—AUTOMOBILES—COMPANY 
CGWNED, EMPLOYEE OWNED, HIRED CARS, USE 
OF PRODUCTS SOLD—ACTS OF EMPLOYEES IN 
COURSE OF EMPLOYMENT—APPLICATION OF 
WORKMEN'S COMPENSATION LAW, DAMAGE BY 
SPRINKLER SYSTEM. 


DESTRUCTION OF BUILDING — BREAKDOWN OF 
MACHINERY—EXPLOSION OF BOILER—EXTRA EX- 
PENSE TO MAINTAIN OPERATION UNDER EMER- 
GENCY CONDITIONS—DESTRUCTION OF PLANTS 
OF OUTSIDE SUPPLIERS—DISHONESTY OF EM- 
PLOYEES OR OFFICERS—FAILURE OF PUBLIC 
UTILITIES—DEATH OR DISABILITY OF KEY MEN. 


capable insurance 


sands of well trained and thoroughly 
representatives 
throughout the country who can ar- 
range, for you, the various forms of 
insurance which specifically fit your 


variations in this information, be- 
cause the insurance industry is just 
as fluid in adjustment to meet the 
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changing national economy as any 
other form of business. 


It is the opinion of many that the 
chart performs an outstanding service 
because, by referring to it, the re- 
sponsible members of any business 
organization have before them in 
compact form the needed information 
regarding various factors which can 
cause a loss of assets, leaving merely 
the task of periodically ascertaining 
whether insurance coverage has been 
obtained for reasonable assurance 
that the loss of such assets will not 
be catastrophic to the business. 


Aetna Group Advances Clark 


George R. Clark has been ap- 
pointed chief accountant of the 
Aetna Insurance Group, at Hartford, 
President Clinton L. Allen an- 
nounced. A member of the Insur- 
ance Accountants Association and 
the Institute of Internal Auditors, 
he joined Aetna in 1942. 





The Sympathy Clause 


When a customer balks at pur- 
chasing adequate insurance, you 
might try reading him the sym- 
pathy clause. In case you have 
never read it, here it is: 

In the event of loss, damage, 
destruction to, or claim against 
such properties, liabilities, or phy- 
sical beings herein scheduled and 
described caused by any insurable 
peril whatsoever, provided such 
loss, damage, destruction, or claim 
is accompanied by (a) inadequate 
insurance, (b) non-existence insur- 
ance, or (c) improperly applied 
insurance, and provided that the 
named agent shall have (1) duti- 
fully explained to, cautioned and 
forewarned the named insured, and 
provided (2) that the insured shall 
not have listened to, heeded, or 
attended such advice and forewarn- 
ing, the company, in consideration 
of the premium not received for 
the amount of insurance which 
should be, but is not entered into 
the schedule of insurance of this 
policy contract, or of any other 
policy contract which should, but 
does not, exist, does hereby extend 
to the named insured its most 
solemn and profound words of 
condolence and its deepest feelings 
of regret, such condolence and re- 
gret to be hereinafter referred to as 
sympathy. 

From The Casualty and Surety Journal 





23 





New Form Helps Average or Small Concern 
Understand Business Interruption Insurance 


By A. L. POLLEY 


Vice President 


Hartford Fire Insurance Company 
Hartford, Connecticut 


HE recently introduced Sim- 
Poites Gross Earnings Form’, 

which is essentially a no-vvoinsur- 
ance (non-contribution) business 
interruption insurance contract with 
a monthly limitation, appeals be- 
cause of its simplicity to both the 
small merchant or non-manufacturer 
and the insurance agent. It is now 
available in almost all states; nation- 
wide acceptance is only a matter of 
time. 

The coverage, reproduced here- 
with, is in terminology which cul- 
minated from a conference of insur- 
ance specialists from all parts of the 
United States. It was prepared only 
after consulting prospective buyers 
through the medium of a survey 
made by Dun & Bradstreet, and con- 
sultation with insurance company 
fieldmen, local agents and insurance 
brokers. 


For Small and Medium Business 


To serve the average needs of the 
small and medium-sized merchant 
was the prime objective of the fire 
insurance industry in designing and 
placing this new contract on the 
market. 

Closely paralleling the phraseology 
of the much used Gross Earnings 
contract are the words in the new 
short form that the earnings insur- 
ance shall cover “the loss of earn- 
ings sustained, less operating ex- 
penses which do not necessarily 
continue, during necessary inter- 
ruption of business.” In the next 
phrase, reading “caused directly by 
the peril (s) insured against damag- 
ing or destroying real or personal 
property on the premises during the 
term of this policy,” to be noted are 
the words “real or personal property 
on the described premises,” also the 
omission here of the 30-day limi- 
tation on stock, a familiar phrase 
in business interruption insurance 
forms. 

In the following sentence, earnings 


*No-Coinsurance Business’ Interruption 
Form No. 5. “Form,” as applied to insurance, 
designates that part of an insurance policy 
which is attached to the basic printed contract 
to describe the particular property and nature 


of coverage applying to the specific risk. 


are defined thus: “Net profit plus 
payroll expenses, taxes, interest, 
rents and all other operating ex- 
penses earned by the business.” 
While “earnings” here defined are 
the same as in the Gross Earnings 
Form, the new form specifically 
mentions four very important items 
in operating expenses: “payroll ex- 
penses, taxes, interest, rents.” This 
specifying is considered advan- 
tageous to both the insured and the 
insuror’s representative. 

Coverages and exclusions are 
under the separate headings “This 
company shall be liable for’ and 
“This company shall not be liable 


for.” The three points under the com- 
pany liability heading are slightly 
differently worded but otherwise 
follow the conventional form. Under 
the second heading, however, note 
sentence (a) which says the com- 
pany “shall not be liable for more 
than 25 per cent of the amount spe- 
cified for this item in any 30 con- 
secutive calendar days.” 

The remainder of the new contract 
differs from the conventional busi- 
ness interruption form only in the 
simplifying of the wording. 

Only two sections of the standard 
Rules governing the writing of busi- 
ness interruption insurance apply to 





Simplified Form for Earnings Insurance 


(Item or Short Form for Risks other than Manufacturing) 


on the loss of earnings sustained, less operating 
expenses which do not necessarily continue, during necessary interruption 
of business caused directly by the peril(s) insured against damaging or 
destroying real or personal property on the described premjses during the 
term of this policy. Earnings are defined as net profit plus payroll expense, 
taxes, interest, rents and all other operating expenses earned by the business. 


This Company shall be liable for 


(a) such loss during that period of time only, commencing with the date 
of the damage or destruction but not limited by the expiration of 
this policy, as would be required with the exercise of due diligence 
and dispatch to rebuild, repair or replace the damaged or destroyed 


property; and 


(b) such loss during that period of time, not exceeding two consecutive 
weeks, when as a direct result of the peril(s) insured against access 
to the described premises is prohibited by order of civil authority; 


and 


(c) such expenses as are necessarily incurred for the purpose of reduc- 
ing any loss under this item (except expense incurred to extinguish 
a fire), not exceeding, however, the amount by which the loss under 


this item is thereby reduced. 
This Company shall not be liable for 


(a) more than 25% of the amount specified for this item in any 30 


consecutive calendar days; for 


(b) any increase of loss due to local or state ordinance or law regulating 
construction or repair of buildings; for 

(c) any other consequential or remote loss; nor for 

(d) more than the actual loss sustained. 
In determining loss hereunder due consideration shall be given (1) to the 
earnings of the business before the date of damage or destruction, and to 
the probable earnings thereafter, had no loss occurred; (2) to the con- 
tinuation of operating expenses, including payroll expense to the extent 
necessary to resume operations with the same quality of service which 
existed immediately preceding the loss; (3) to the reduction of loss which 
could be made possible by the Insured by resuming complete or partial 
operation of the described property, or by making use of other property. 

The liability under this item shall not exceed a greater proportion of any 
loss than the insurance hereunder bears to all insurance, whether collectible 
or not, covering in any manner the loss insured against by this item. 





I A LAT SE TL TS 


An inter-regional conference of rating specialists, representative of all sections of the 
country, recommended the above wording of the Simplified Gross Earnings Insurance 
Form. In specific areas where the form has been adopted the text will be essentially the 
same as this, though the phraseology may vary somewhat. Says The Hartford Agent: 
You should compare the texts. 
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HE business career of A. L. 

Polley, vice president, Hartford 
Fire Insurance Company, Hartford, 
Conn., has been spent in entirety 
with that company, which he joined 
in 1920 on graduation from Rens- 
selaer Polytechnic Institute. Sent 
into the New York State and East- 
ern Pennsylvania fields as a fire 
prevention and rating engineer, a 
year and a half later he became 
special agent for upstate New York, 
in 1925 was transferred to Syracuse 
and traveled the state, and after 
two years went to the Metropolitan 
New York and New Jersey tervi- 
tories. 

Mr. Polley was elected assistant 
secretary of the Hartford Fire com- 
pany in 1935, secretary in 1940, 
vice president in 1944. He is on 
several committees engaged in in- 
surance rate and form studies. 

A past president of the National 
Automobile Underwriters Associa- 
tion, he was for more than ten years 
chairman of the rating methods 
research committee of the Eastern 
Underwriters Association. 








the new Earnings Form. “Section 1 
General Rules” is applicable except 
as specifically stated in the new 
rules. Also applying is the section 
headed “Contingent Liability—Off- 
Premises Power,” and “Radio and 
Television Transmitting Stations.” 


The new rules say that coverage 
“may be written as a separate policy 
or as a separate item of, or indorsed 
on, a direct physical damage policy 
which includes one or more items 
covering property at the insured’s 
business location, but in no event 
shall this form be attached to the 
reporting form, premium adjustment 
policies or floater policies.” This is 
a departure from _ long-standing 
practice frowning upon the writing 
of business interruption insurance 
in the same policy with property 
damage. Besides the other limita- 
tions noted in this paragraph, the 
coverage cannot be attached to a 
policy such as one covering the in- 
sured’s dwelling, for it is restricted 
to policies covering property damage 
at the insured’s business location. 


Rating Method Worked Out 


For the benefit of commercial 
companies’ insurance buyers as well 
as the insurors’ representatives, at- 
tention was given to working out a 
tating method which not only would 
be simple but would provide ad- 
‘quate differential to maintain the 
tate level and market associated 
with the conventional business in- 
eruption forms. Some differences 
N several regional rating jurisdic- 

(Concluded on page 36) 





If your business 


Experience has shown that ComMMERcIAL CREDIT can usually 
provide more funds than are available from other sources. Also, you can 
use COMMERCIAL CREDIT cash on a continuing basis without negotiations 
for renewal. 


Our method offers the advantages of selling stock or taking in partners 
without the disadvantages. There is no interference with ownership or 
management. There are no preliminary costs. There are no long term 
dividend commitments. Our money is at your disposal quickly, usually 
within 3 to 5 days after the first contact. And your cost for money is 
minimized because you expand or reduce the amount of cash used 
automatically as your need varies. Our one reasonable charge is a tax 
deductible expense. 

The method we offer is being used by American business to the extent of 
over 600 million dollars annually. Don’t delay plant modernization, 
product development, marketing programs, other constructive steps 
because you lack ready cash. Write or phone the nearest CoMMERCIAL 
Crepit Corporation office listed below. Just say, “I’d like more infor- 
mation about the plan described in Credit &f Financial Management.” 


Ba.timorE 1—200 W. Baltimore St. Cuicaco 6—222 W. Adams St. 
Los ANGELEs 14—722 S. Spring St. New York 17—100 E. 42nd St. 
San Francisco 6—112 Pine St. 


A Service Available Through Subsidiaries of 


Capital and Surplus Over $150,000,000 
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A Publom for the Buck 
and How Hb Vas Solved 


A Feature Series on MANAGEMENT AT WORK 








By J. J. STEIG 
General Credit Manager 
The Tracy-Wells Company 
Columbus, Ohio 
T is time we credit managers take 
stock. We should apprise our- 
selves of the graveness of our 
responsibilities. As “watchdogs” of 
the treasury, we can help the man- 
agements of our companies not only 
to prevent credit losses but to insure 
profitable sales. 


Since the start of the last war the 
credit problem had not been too 
great. Certainly selling goods did not 
require the oldtime zeal and aggres- 
siveness. Today, however, competi- 
tion once again has become pro- 
nounced, and that brings along with 
it questionable credit risks. There- 
fore, we credit managers must alert 
ourselves not only to possible credit 
losses but to opportunities to increase 
paying business. 

We can be of great service to 
our management today if we re- 
appraise or revalue those so-called 
good but slow-paying customers 
which we have carried on our books 
for the last decade. 

In the wholesale distributing busi- 
ness it is customary in many instances 
to carry accounts. The credit depart- 
ment in this field plays a more im- 
portant part than perhaps in most 
businesses because of the great op- 
portunity it affords to develop sales 
through credit. Yes, we can point 
with pride to the great many accounts 
that we developed through our help, 
understanding and good counsel. 


Now we have come into a period 
when we should consider all the 
factors that play a part in the ultimate 
profit when the final figures are 
totaled. Costs of all kinds should be 
closely scrutinized. An important cost 
that a credit manager can be thinking 
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WHEN MANAGEMENT MANAGES, a problem of credit is cleared. J. J. Steig 





(center), credit manager of The Tracy-Wells Company, Columbus, Obio, presents bis 
conclusions to C. O. Tracy (left), vice president and general manager, and E, A. Brown, 


assistant general manager. 


about today, in doing business with 
a certain account, is collection ex- 
pense. How many of these “good 
accounts” that we are carrying are 
profitable and how many of them 
are “using” us? 


How can we carry on such a 
survey? If one maintains an aging 
system, that very easily could be the 
starting point. However, in our busi- 
ness we have too many accounts to 
maintain such a system. Therefore we 
should start with a list of all past due 
accounts and then narrow the group 
down to a minimum figure of $1,000 
or more. After the list has been re- 
duced to this group of substantial 
past due accounts, an analysis should 
be made of each. 


First of all it should be determined 
what the total volume was for the 
year, then how many calls it took the 
salesman to get his orders, how many 
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shipments were made, how many calls 
were required on the part of the sales- 
man and the credit department to 
collect, how many collection letters 
were written, how many telegrams or 
telephone calls were made. After de- 
termining the gross profit on the total 
volume and taking a look at the cost, 
we can then decide fairly definitely 
whether or not the account is worth- 
while. 


Of course we must not lose sight 
of the potential. The account may 
be passing up a dividend at the 
moment, but the ingredients of 
sizable profit are there, so we cal 
charge the temporary slow pay t0 
investment in the future. This re 
quires keen judgment. 


Also at this point you must be 
tactful in impressing upon the dealer 
that you are helping him out now 0 
that when he gets on his feet he cal 





CO Oe 


ig 
nS 
mn, 


st, 


iler 
r $0 
can 


repay you im volume. This must be 
done in such a way as to create an 
unrecorded obligation without obvi- 
ous pressure, otherwise all your ef- 
forts are for naught. 


Helping This New Account Pays 

To illustrate my point, I would like 
to relate a couple of case histories— 
the slow but profitable account, and 
the one that we at long last have de- 
cided will not in the end warrant the 
special attentions. 

Several years ago, two young fel- 
lows who had returned from military 
service called and advised us that 
they were the new owners of a very 
well established hardware store with 
which we had been doing business for 
many years. They said their indebted- 
ness was extremely heavy and they 
were calling upon certain suppliers 
for assistance. 

After going over their entire oper- 
ation on paper we decided to go along 
with their request for six months 
extension. I might note in passing 
that these boys had had hardware 
experience. 

Their progress was steady and the 
volume increased substantially from 
month to month. Though at the end 
of the six months’ period they could 
not entirely meet their obligations, 
yet we felt that the progress they had 
made, their enthusiasm and capacity, 
proved them worthy of further as- 
sistance. 

At quarterly intervals they would 
bring in their financial figures and 
we would counsel with them, and the 
advice was followed. Gradually, their 
indebtedness was reduced and their 
equity increased to a point where 
they could command credit from 
almost any supplier. 

While they are not entirely out of 
the woods they now are paying their 
bills with us on a 60 day basis and 
we are enjoying a volume of about 
$25,000. The most rewarding result 
I have just learned. They were ap- 
proached by a competitor with a dis- 
count proposition which they turned 
down out of loyalty to us. 


“—But This One Takes Advantage” 
By contrast, let me tell you of an 
account that we more or less estab- 
lished in business because he had 
absolutely no basis for credit. We put 
this general merchandise store on a 
ten day $500 limit basis. In the first 
year under this arrangement we ex- 
perienced a volume in excess of $25,- 
000. The next year he pleaded for 








DUCATED at the University of 

Cincinnati, Ohio State and 
Franklin Universities, ]. J. Steig in 
1928 joined the Credit Clearing 
House staff in Cincinnati, leaving 
in 1934 to become assistant credit 
manager of The Julian & Kokenge 
Company, Columbus. Since 1945 he 
has been credit manager of The 
Tracy-Wells Company, also of Co- 
lumbus. 





our regular tenth prox terms, claim- 
ing that he had made sufficient prog- 
ress and that his financial statement 
warranted our regular terms. We 
granted this request and raised his 
limit to $2,000. 

Evidently he attributed this to 
weakness on our part and was taking 
advantage of us. Gradually our terms 
lengthened to 60 days. Came the point 
where we were obliged to withhold 
orders, thus reducing our volume. 

In this past year he went beyond 
the 60 days, and wormed out of us 
a note arrangement. While we are 
securing interest, nevertheless we are 
not receiving payment until four and 
five months have elapsed. Thus, he is 
using us as his banker, and we have 


learned that he has followed the same 
practice with other suppliers. Even 
on the notes he has requested an ex- 
tension. And all the time our volume 
from him has been decreasing. 

After totaling the various costs and 
the difficulty we are having with this 
individual, who slowly but steadily 
has been abusing our courteous treat- 
ment, we now have concluded that 
just as soon as our present notes are 
liquidated the account will be placed 
back on our 10th proximo terms. If 
he does not accept this arrangement, 
we shall discontinue doing business 
with him. 

It is most important today that we 
sell merchandise on our terms rather 
than those of the dealers. Manage- 
ment has set the scale to insure a 
reasonable profit and any great devi- 
ation will surely decrease that rate of 
profit. 

As credit managers, therefore, our 
assignments should be not only the 
responsibility to hold our credit 
losses to a minimum but also to be 
able to detect unprofitable sales and 
so help develop worthy accounts that 
will guarantee increased profitable 
volume. 
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Five Rules to Insure Positive Answer to Big Question: 


WHAT MARES A PLANT SAFE? 


By W. K. OUSLEY 


Vice President 


Boston Manufacturers Mutual 
Fire Insurance Company 


Boston, Massachusetts 


NY company can practically 
guarantee that fire of catas- 
trophic proportions will not 
strike its plant, 
provided it fol- 
lows five simple 
fundamental 
rules. Despite 
the facts that 
these rules have 
been common 
knowledge for at 
least 50 years, 
and that every 
major fire in in- 
dustrial history could have been 
avoided had they been observed, 
many company managements con- 
tinue to ignore them. 


To be sure, industry has reached 
a complexity undreamed of 50 years 
ago. Nevertheless, the same few 
fundamentals still stand. Perhaps 
because business was less compli- 
cated in our grandfathers’ day with 
plant owners much closer to all 
phases of management, and because 
insurance coverage was not nearly 
so broad at that time, our fore- 
fathers seemed to have a greater 
awareness of the importance of these 
fire precautions. Then, too, insur- 
ance coverage now is so complete 
that property owners need suffer 
little dollar loss in case of fire. 

Thinking on quality control in 
most plants is based on the premise 
that “what can happen may happen,” 
yet many plants in operation today 
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SINCE 1948 William K. Ousley 

has been vice president in 
charge of sales and service, Boston 
Manufacturers Mutual Fire Insur- 
ance Company. His service has 
included field responsibility for loss 
prevention. Mr. Ousley joined the 
company in 1942 as Ohio district 
manager and later served as New 
York district manager. 

Earlier he had spent 12 years as 
an engineer for the Associated Fac- 
tory Mutual Fire Insurance Com- 
panies, century-old pioneers in fire 
prevention through research and 
plant inspection. 
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were designed without regard to the 
unusual and unexpected. No better 
guide than this can be found in 
designing and protecting your manu- 
facturing plant: First, determine 
what can happen and then use the 
following simple rules to prevent a 
fire or to insure that, if fire does 
occur, you won’t be put out of busi- 
ness. 


1—Use safe construction. 

2—Install sprinklers for all com- 
bustibles. 

3—Provide enough water. 

4—Train your people in fire 
safety. 

5—Provide whole-hearted sup- 
port by top management. 


From a fire standpoint, it does 
not make too much _ difference 
whether you construct your build- 
ing of brick, steel, concrete, or wood, 
so long as you avoid wooden walls 
and quick-burning boards at joists, 
roofs and floors. Because automatic 
sprinklers are subject to human 
frailties and mechanical failure, fire- 
resistive dividing walls are neces- 
sary as a second line of defense. 

Size of the Fire Area 

How large should one fire area be? 
These general rules may well apply: 

a—When contents in a combustible 
or a non-combustible building are 
generally combustible (under the 
best conditions) a single fire area 
should not exceed 100,000 square 
feet. Concentration of valuable com- 
bustibles or hazardous operations 
will greatly reduce the permissible 
area. 

b—When contents in a non-com- 
bustible building are mostly non- 
combustible, large areas are permis- 
ible if concentrations of combustibles 
are segregated within fire-resistive 
walls. 

c—In multi-story buildings, the 
stairs, elevators and other floor 
openings should be enclosed with 
materials at least as fire-resistive 
as the floors. 


Building Width a Factor 

Note that if sprinklers are out of 
service and the fire must be fought 
by hose streams from outside, the 
fire fighting will be ineffective if 
the building is much over 200 feet 
wide. 

Automatic sprinklers, your first 
line of fire defense, do more to pro- 
tect plants and employees than any 
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other single factor because they are 
ready to go into action, they strike 
at the seat of the fire unhindered 
by heat or smoke, they cover the 
entire burning area and eliminate 
unnecessary water damage, because 
only those sprinklers needed will go 
into operation. However, coverage 
must be complete wherever there 
are combustibles. 


Water Supply Requirements 


The fact that most fires in in- 
dustrial plants are extinguished by 
eight or fewer sprinklers leads to 
misunderstanding as to the total 
volume of water required. The av- 
erage water demand for sprinklers 
over moderate combustibles is about 
one quarter gallon per square foot 
of floor area, per minute. Therefore, 
if sprinklers were called upon over 
8,000 square feet, the water demand 
would be 2,000 gallons per minute. 
Only the strongest water systems 
could supply that demand. Further- 
more, a highly combustible material 
such as rubber tires piled to a height 
of 12 feet would require a half-gallon 
per minute per square foot of floor 
area. 


An adequate volume of water will 
supply not only the _ sprinklers 
likely to operate but also, and 
simultaneously, the hose _ stream. 


The usual hose stream discharges 
250 gallons per minute or more. 
The quantity likely to be used by 
both plant personnel and fire de- 
partment must be estimated. In many 
cases the public mains alone will 
not supply enough, hence ‘he i- 
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stallation of elevated gravity tanks 
or pump suction tanks at ground 
elevation commonly seen at large 
industrial properties. 

Adequate training of personnel will 
prevent most fires and accidents and 
will quickly control the others. In the 
vital first few minutes you cannot de- 
pend on the public fire department. 

First organize fire squads of five 
or six key employees in each de- 
partment as “on the job” inspectors 
to report and correct conditions. 
Provide proper educational material 
and teach them the use of extin- 
guishers, automatic sprinklers and 
good housekeeping. Private hydrants 
and hose systems require trained 
men for speedy use. The fire squad 
men should be drilled frequently 
and should be familiar with the 
entire plant protective system. For 
periods when the plant is not oper- 
ating, the proper watchman is a 
matured able-bodied man of common 
sense, familiar with the protective 
system and with the operation of 
extinguishers. Responsible mainte- 
nance men should make careful 
weekly inspections of equipment. 
Exit requirements should be care- 
fully evaluated against the build- 
ing code issued by the National 
Fire Prevention Association. Never 





In the old days, the man 
who saved money was a 
miser; nowadays he’s a 
wonder. 

—Anonymous 





should an employee be required to 
travel more than 150 feet to a safe 
exit. All personnel should be re- 
hearsed for evacuation of buildings 
without confusion. 

Management itself is directly respon- 
sible for a safe plan, in the final anal- 
ysis. It is not enough to authorize the 
spending of money; management must 
see that interest in safety and fire pro- 
tection pervades the entire organization 
down through the supervisory personnel 
to the employees themselves. 

Responsibility for planning and 
coordinating prevention and pro- 
tection must be assigned definitely 
to one or several individuals, as 
plant size and organization dictate. 
These men must be able to make 
subordinates realize that accident 
and fire protection are part of their 
job of maintaining production with- 
out interruption. 

There need be no conflict between 


manufacturing and safety require- 
ments. This is particularly true if 
your fire and casualty underwriters 
are given the opportunity to work 
with you in planning new facilities. 
Most difficulties arise in trying to 
apply safety measures to existing 
facilities. Almost always, differences 
disappear when they are discussed 
in the planning stages. 

Profitable production calls for ef- 
fective integration of men, materials 
and equipment for the one common 
purpose. Interruption of the func- 
tioning of any of these three ele- 
ments tends to impair the flow of 
production. Practically every acci- 
dent or fire to some degree hinders 
the performance of these three parts 
of production. Hence safety is co- 
incident with efficiency and profit- 
able production. Assurance of that 
uninterrupted flow of production 
rests in full observation of the five 
fundamental rules to prevent fires. 


Silbert Seminar Moderator 

For a series of nine seminars on 
small business which is being con- 
ducted by Columbia University in 
New York, Theodore H. Silbert, 
president of Standard Factors Cor- 
poration of New York, is coordinator 
and moderator. 
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Credit Checking Turns Aggressive 
To Fortify Debtor for Long Haul 


By J. L. MeCAULEY 


Executive Vice President 


American Credit Indemnity Company 
Baltimore, Maryland 


REDIT checking methods must, 
and do, undergo gradual change 
to keep pace with changing 

business meth- 
ods and _ prob- 
lems. Modern 
methods are 
adopted to meet 
modern chal- 
lenges. The 
trend has been 
away from the 
defensive actions 
of the earlier 
1900’s, and to- 
ward aggressive tactics designed to 
strengthen the debtors’ position for 
years ahead rather than a few 
months. They are designed to de- 
velop and keep a good account, 
instead of giving temporary assist- 
ance to a distressed debtor. 


J. L. McCAULEY 


This process includes educational 
programs, advice and outright as- 
sistance. For example, the leaders 
have been providing direct assist- 
ance with advertising displays, mer- 
chandising methods, window dress- 
ing, promotional ideas, insurance 
programs, modern retail credit meth- 
ods and, more recently, in financing 
and warehouse programs. These 
actions build good accounts and in- 
sure a steady reliable outlet for 
merchandise and sound promotion 
of “brand” products. These actions 
prompt leadership. 


One of the immediate problems before 
us is financing in the slowing trend 
in accounts receivable, at all levels. 
The answer comes from sound thinking 
and prompt action. 


For 13 years there was little real 
difficulty with accounts receivable 
or, for that matter, with obtaining 
financing for ordinary needs. Sud- 
denly the play has changed, catch- 
ing many credit executives off-base. 
In the subnormal years a strong 
habit pattern was established. Col- 
lections were effected without much 
difficulty; consequently, the number 
of account receivable turnovers be- 
came greater. Working capital, under 
normal circumstances invested in 
accounts receivable, was freed and 
bank account balances were at an 
exceptionally high level. 


This continuing condition produces 
the general impression that this ad- 
ditional cash-on-hand was money 
which might be spent for other pur- 
poses than waiting for accounts re- 
ceivable balances to slip back to 
their normal level. This money was 
transferred to other operations; some 
was spent for improvement of fixed 
assets, some for promotion and in- 
troduction of new products, and 
some went into other channels of 
flow. The cash is no longer avail- 
able, now that it is needed. The 
natural consequence is outright em- 
barrassment of companies which 
cannot pay their bills as promptly as 
in the lush forties: 


In our company, where day in and 
day out we handle nothing but ac- 
counts receivable for credit insur- 
ance purposes, we perhaps see the 
trend more pointedly. In the chain 
of events which causes slow paying 
customers there are varying reac- 
tions. Some companies agree to 
tolerate slow paying accounts, even 
if it ties up their own working cap- 
ital. The more aggressive are tak- 
ing action to increase the turnover 
cycle. It is fundamental that profits 
depend very largely on the rapidity 
of accounts receivable turnover. 
What relief, therefore, is there for 
the company which has paced itself 
to an eight times turnover and now 
finds itself with a turnover no great- 
er than four or five times? 

Accounts receivable balances are more 
than doubled in many lines. Credit ex- 
ecutives are faced with this problem. 
The solution involves more than the 
ordinary approach in routine handling 
of “slow pay” accounts. It involves the 
very management of each debtor com- 
pany. 

On a rule of thumb basis, past due 
accounts never should exceed 10 per 
cent of total outstandings (this per- 
centage is only for extreme situa- 
tions), and the amount more than 
60 days past due never should be 
more than 2 per cent. Some lines 
today are in excess of these per- 
centages, and, if history repeats it- 
self, are headed for real trouble, if 
they are not already in it. 


In our company we get the im- 
mediate reaction as accounts are 
placed for attention under the credit 
insurance contracts. The volume of 
accounts now being handled has 
more than doubled in both number 


30 CREDIT AND FINANCIAL MANAGEMENT, October, 1954 





AFTER a year at Army and Navy 

preparatory school in Balti- 
more, J. L. McCauley entered the 
University of Pennsylvania, Whar- 
ton School. On graduation from 
Wharton he immediately joined 
American Credit Indemnity Com- 
pany as an agent. In Maryland 
until 1934, he was transferred to 
Richmond, Va., in charge of opera- 
tions in that state, but was brought 
back to Baltimore in 1940 as man- 
ager of the Maryland and Virginia 
department. On Dec. 1, 1951, he 
was elected executive vice president 
of the company, of which he is also 
a director. 


and amount in the past year—and 
all lines are affected. 


What conclusions will you reach 
when the problem is suddenly be- 
fore you? 

A similar problem presented itself 
back in 1912. Prior to that time men 
with vision anticipated the need for 
additional financing to enable busi- 
ness to free working capital from 
accounts receivable. These gentle- 
men organized finance companies 
and rendered a distinct service to 
industry. The banking fraternity, 
however, was slow to see the valu: 
of this type of financing. 


A New Policy in Many Banks 


Today, 40 years later, many banks 
are lending money with accounts 
receivable as collateral. This type 
of loan is made reasonably easy for 
the bank’s consideration because the 
important work of proper legislation, 
controls, etc., has been done by the 
finance company. They therefore 
can move in to get some of the cream 
of the business. One very important 
point to the bank is the self-liquidat- 
ing nature of the loan. The account 
is paid out when the customer pays 
his bill. 


Another advantage to the banks is 
that a loan against the assignmel! 
of accounts receivable offers a pos 
sible avenue for lending to thos 
companies whose credit standing 0! 
financial responsibility precludes the 
extension of unsecured credit. Many 
of these companies are temporarily 
short of working capital and alt 
listed as slow pay in the trade. I! 
is not necessarily a fact that the ris 
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for banking purposes is beyond the 
normal. 

This trend in financing offers an ave- 
nue of escape to temporarily embar- 
rassed customers. It may be your duty 
to advise your debtor to ask for this 
form of financing and at the same time 
seek a means to increase the turnover 
of that capital invested in accounts re- 
ceivable. 

Most loans now made by the banks 
are on a non-notification basis. This 
means that the customer need never 
know of the existence of the bank 
loan. 

The bank of course looks for le- 
gitimate paper and insists upon what- 
ever protection can be obtained. 
They have the further protection of 
marginal hold-backs. Many loans 
are on a 75 to 80 per cent advance; 
the bank therefore has some re- 
serve to take care of unexpected 
duplication of paper. However, by 
exercising due caution in the proc- 
essing and follow-through of such 
loans, the bank can safeguard against 
most of the hazards of fraud in- 


| volved. 


Credit Insurance Collateral 

There is also the risk of finan- 
cial embarrassment of the debtor, 
through bankruptcy or other form 
of insolvency, rendering the debtor 
unable to pay his obligations when 
due. Credit insurance does protect 
against this risk, and renders to the 
bank a form of collateral almost 
equal to an outright indorsement of 
the customer’s promise to pay. Any 
banker recognizes that two-name 
paper is a much better risk than the 
single promise to pay. Credit in- 
surance contracts are assignable to 
banks and are being used rather ex- 
tensively today for this very pur- 
pose. 

Probably some think this is a job 
for the factors to perform. The fac- 
toring companies began business a 
great many years ago, principally in 
the textile field. Since that time 
they have broadened their activities 
tomany other lines. Today the fac- 
toring companies are quite active 
generally. Before relief is sought 
through them, the various items of 
cost must be carefully totaled and 
applied to the average amount of 
capital employed, to arrive at a cost 
figure for comparative purposes. 

The procedure of commercial 
banks lending against assignment of 
insured accounts receivable or trade 
acceptances involves a two-step plan. 
First, the borrower purchases a 
tredit insurance policy and des- 
‘gnates the bank to which the col- 
lateral is to be transferred. Second, 
the bank establishes a line of credit 
for the policyholders use based on 
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assignment of the insured accounts 
receivable. 

For the most part, a non-notifica- 
tion plan is involved. Because of 
the credit insurance company’s guar- 
antee, the normal investigation of 
debtors can be practically eliminated 
with the possible exception of very 
large dollar exposures. It is neces- 
sary only for the bank to know the 
accounts are properly insured. This 
is an easy matter to check. 

The rate of interest charged by 
commercial banks on loans secured 
by accounts receivable is, for the 
most part, either 5 or 6 per cent sim- 
ple interest per annum on the out- 
standing balance. In addition, be- 
cause of the detailed work involved 
in maintaining records and checking 
the borrower’s receivables ledger at 
his office, a service fee ranging from 
1% to 2 per cent is generally assessed 
the borrower depending upon the 
detail necessary in properly follow- 
ing the loan. 


Cost of Credit Insurance Policy 

The cost of a credit insurance pol- 
icy averages approximately 1/10th 
of 1 per cent of sales volume in- 
sured. 

A comparison of charges made by 
factoring companies against the 
charges of credit insurance and bank 
loan combined usually is in favor of 
the combined program. 

We suggest it is your duty in con- 
structive credit management to rec- 
ommend to your slow-paying cus- 
tomer that he seek the type of relief 
necessary to operate profitably. Sim- 
ple mathematics are employed. If 
discount terms of sale are offered by 
your company, then your customer 
should be able to earn those dis- 
counts. It can easily result that the 
cost of financing with the bank is 
much less than the income to be 
gained through the taking of dis- 
counts, and certainly the increased 
turnover should result in increased 


profits for your customer. You not 
only render a distinct service to your 
customer but also place that cus- 
tomer on a prompt pay basis for 
your own operation, so that your 
own working capital is freed for 
other purposes. 

All this gets close to business 
management. Banking always has 
been a part of good business man- 
agement. Credit insurance is a part 
of good business management. The 
constructive handling of past due 
receivables is a part of business 
management, vital to the profit your 
company must earn to continue in 
existence. 

Be aware then of the relief offered 
through various channels. Specific 
information can be obtained from 
the credit insurance companies and 
from many of the banks now active 
in this type of financing. 


Percy Roper Retires After 
37 Years at Toledo Company 

Percy E. Roper, secretary, treas- 
urer and a director of the Landers 
Corporation, Toledo, Ohio, retired 
on his 65th birth- 
day after 37 
years in financial 
operations which 
included _ guid- 
ance through the 
pre-depression 
Toledo bank 
crash in 1931. 

A public ac- 
countant, Mr. 
Roper arrived in 
Toledo in 1916 after a short period 
as a teacher in business college and 
at Florida Southern College. In 
1917 he began to serve in various 
financial capacities with the Landers 
Bros. Company, Toledo Auto Fabrics 
Company, and American Buckram, 
Weaving and Finishing Company. 
In 1928 these were consolidated to 
form the Landers Corporation and 
he was named treasurer and a di- 
rector. In 1944 he was additionally 
elected secretary. 

Mr. Roper has served as a board 
member of the Toledo Association of 
Credit Men and the Controllers In- 
stitute of America and is a past 
president of the Exchange Club of 
Toledo. John C. Siegmann succeeds 
him in the company as secretary 
and treasurer. 





P. E. ROPER 


Refrigeration Equipment Blamed 


Leading cause of supermarket 
fires is poorly-maintained refriger- 
ation equipment, reports John A. 
Neale, chief engineer of the National 
Board of Fire Underwriters. Clog- 
ging of motors by lint, dust and oil 
prevents proper dissipation of heat. 
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P. D. BETTERLEY 
(Concluded from page 14) 





wife, who inherited the majority of 
the stock holdings, was not in sym- 
pathy with the son’s business pro- 
gram. There was need for a stock 
purchase agreement compelling the 
majority stockholder to surrender 
her holdings to the firm. Cash with- 
out controlling authority to direct 
a business along profitable lines can 
result in dissipation of assets.” 


Public Regulations—lInconsistency 


“Many insurance buyers, and those 
endeavoring to secure their financial 
interest, are puzzled as to the rela- 
tionship of insurance practices versus 
regulatory laws. Being told that it 
is impossible to insure a peril in a 
manner which seems logical to him, 
or discovering that another buyer 
has obtained the coverage he wanted 
but was told he could not get, the 
protection seeker asks why the 
various statutory laws of the indi- 
vidual states covering the treatment 
of policyholders are not consistent. 

“Insurance has become tremen- 
dously complicated and it would be 
physically impossible for state in- 
surance departments to review and 
regulate every detail of the business. 
Certain basic standards are set up 
and supervised with varying degrees 
of efficiency, the same as might be 
expected in any business.” 

To obtain and insure protection of 
assets, there must be a definite pro- 
gram along the lines suggested here- 
with, says Mr. Betterley: 

“(a) Analyze the hazards—many 
fail to recognize the real exposure. 

“(b) Prevent or mitigate those 
hazards. Insurance is a poor sub- 
stitute for actual prevention, for no 
amount of insurance or variety of 
policy forms will cover every loss. 

“(c) Select for coverage those 
which are potentially catastrophic 
perils as contrasted to small losses, 
and particularly those which can be 
reasonably well estimated and there- 
fore planned for in the management 
of a business. 

“(d) Purchase only those types of 
insurance that are economical in the 
sense that there is not too great a 
differential between losses and 
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premium charges, nevertheless al- 
lowing always for vital services 
which may be rendered by the in- 
surance companies, such as in the 
case of boiler inspection. 

“(e) Make a careful selection of 
underwriting organizations, con- 
sidering their dependability from the 
standpoints of: Financial resources, 
profitable underwriting experience, 
having broadest available policy con- 
tracts, good engineering service co- 
operatively furnished, progressive 
enough to introduce new coverage 
features before the loss, a reasonable 
loss adjustment attitude, having evi- 
dence of operating according to the 
intent of the contract.” 


“It’s a Management Problem” 

Mr. Betterley sums up: “Protection 
of assets and earnings for the own- 
ers and creditors alike depends upon 
the awareness of insurance buyers 
that insurance is definitely a man- 
agement problem requiring constant 
and experienced attention to make it 
effective. 

“The credit executive whose aim is 
the most reasonable guarantee of 
security will evaluate his organiza- 
tion’s insurable hazards frequently, 
appraise the procedures of the insur- 
ance companies, and follow the trend 
of court decisions.” 





J. F. HIRSCHMANN 
(Concluded from page 17) 


impractical until the completion of 
certain other operations. To a degree, 
under these circumstances, you can 
almost write off the cost of the 
already microfilmed material as a 
separate loss, because the value of 
it has been reduced unless the de- 
stroyed and not yet microfilmed 
material can be reproduced. The 
expense of doing this without the 
help of the insurance is often pro- 
hibitive. 

Another point indicates undue re- 
liance on what is commonly referred 
to as “fireproof construction.” While 
this assured’s building was not con- 
sidered fireproof, it also was exposed 
to that notorious path of fire spread, 
the open stairway. One should not 
be deluded into reliance upon fire- 
proof construction and acquire the 
state of mind that it is completely 
safe. The fire records are replete 
with stories of disastrous fires in 
fireproof buildings. So long as con- 
tents are combustible, fires will 
occur. It is in the nature of fireproof 
construction that when such fires do 
occur, they are invariably of great 
intensity, against which ordinary file 
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cabinets are of little help, so that the 
probability of incinerated records js 
great. 

The letter mentions water damage 
and points out a number of develop- 
ments from the contact with water, 
Water damage can occur at times other 
than during a fire, and insurance for 
these records should be on an all-risk 
basis. The problem of water damage igs 
tied in to the quality of the records 
themselves, so one is well advised to 
put records on a good grade of paper, 
using a good quality ink. 

This article is not intended to be 
an exposition of the valuable papers 
and records policy so much as an 
effort to point out the unwisdom of 
relying on fire insurance alone, 
primarily because fire insurance is 
an old contract and is pointed at the 
insuring of tangible property with 
tangible values. 


Today’s Importance of Records 


Today, even for an ordinary busi- 
ness, records have taken on an im- 
portance far beyond that of the 
past. An example: Even to satisfy 
government agencies, an assured 
would be obliged to recreate his 
records pertaining to income taxes, 
wages-and-hours-law compliance, 
social security taxes, securities ex- 
change commission records. All of 
these must be reproduced if an as- 
sured intends to remain in business. 


It would seem that individuals in- 
terested in the business of providing 
credit would feel more secure if 
their accounts had adequate insur- 
ance for the records on which their 
very business depends. Certainly the 
fact that 43 per cent of the concerns 
which suffered a serious fire loss go 
out of business, possibly leaving a 
trail of debts, would seem an added 
incentive to provide, or see that there 
is provided, adequate insurance on 
the life blood of a business. 


Too, if great care is taken to pro- 
vide adequate insurance on _ the 
stocks of an assured on his own 
premises, and adequate provision is 
made for the insuring of his furni- 
ture, fixtures and equipment, it must 
be at least foolhardy that little atten- 
tion is paid to the proper insuring of 
the very records which represent 
the values of his property just as 
much as if the records were the 
stocks themselves. This is particu 
larly so where records might repre- 
sent goods in transit or goods out 
on consignment or accounts receiv- 
able. These records represent prop- 
erty, and the destruction of thes 
records without the facility for re 
constructing them represents just 
as definite a loss as if the property 
itself were destroyed. 
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Forest Fire Insurance Rare 
Yet $10 Millions Is Involved 


Opportunity exists for expansion 
of forest fire insurance underwriting 
by established fire insurance organ- 
izations, stock and mutual, notes the 
Federal Reserve Bank of Boston, 
which in its Monthly Review points 
to the ironic fact that insurance 
against possible loss from fire, a 
widespread practice in most busi- 
nesses, is extremely rare in the 
forestry business. Yet the aggregate 
value of the timber and wood stands 
on the more than 340 million acres 
of commercial forest land in the 
United States held by private owners 
is conservatively estimated at more 
than $10 billions. 


The lack of interest could be 
remedied, suggests the bank, if 
premium rates were brought down 
to levels proportionate with pros- 
pective earnings and if forest owners 
were better informed as to what 
their fire risks really are. 


Insurance of forest properties 
against fire damage, the bank sug- 
gests, might “well be patterned after 
the practices applied to the insurance 
of buildings and stocks of goods.” 
Insurance of risks other than fire, 
such as loss from tree disease, insect 
epidemics, wind and other destruc- 
tive agents, might follow the suc- 
cessful establishment of insurance 
against forest fires, the report adds. 


Module Multiprotection Plan 
Small Group Package Coverage 


Called “Module Multiprotection 
Insurance,” a package plan insti- 
tuted by The Mutual Life Insurance 
Company of New York offers low- 
cost group-basis insurance to small 
groups of employees, from 10 to 200 
or more. 


The basic module, or component, 
of the plan is life insurance, includ- 
ing double indemnity in the event of 
accidental death from non-occupa- 
tional causes. To this basic module 
the employer can add other modules 
such as disability income, hospital 
and surgical benefits for employees 
and their families, widows’ pensions, 
extra life insurance for married 
male employees. A novel feature of 
the plan is its later convertibility to 
a retirement plan by adding to it 
a pension module. The hospital and 
surgical expense module includes up 
to $5,000 of coverage against polio 
expenses. 


Richard J. Learson, formerly vice 
president of office operations, has 
been named vice-president for 
Module operations of the company. 


[AWRENCE WAREHOUSE (OMPANY 
NATIONWIDE FIELD WAREHOUSING 


100 N. La Salle St., Chicago 2, Ill. a 
OFFICES IN PRINCIPAL CITIES 





ISTRIBUTION 





CAN TAKE THE 


RISK 


OUT OF CREDIT 


HOW: By providing for shipment of goods to 
a Lawrence System Field Warehouse on your 
customers’ premises. 


SO: The merchandise is at the point of sale, 
yet title and control remain with you, as fully 
as though the goods were still in your own 
warehouse. 


RESULT: Your sales potential is fully real- 
ized—but your credit risk is eliminated. 


MORE: For more detailed information just 
drop us a line at our nearest office — we’re in 
all principal cities — and we’ll send you our 
brochure “Secured Distribution.” Or call us 
collect. 


Remember! 


SECURED [)ISTRIBUTION 


offers 


Maximum protection for the Credit Manager 
Maximum sales for the Sales Manager 


37 Drumm Street, San Francisco, California 
79 Wall Street, New York 5,N.Y. 
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Legal Rulings and Opinions 


INTRIGUING RECENT INSURANCE RULINGS 
By CARL B. EVERBERG 
Attorney at Law, Woburn, Mass. 


NE OF the main functions of the 
various appellate and supreme 
courts consists of interpreting lan- 
guage — the lan- 

guage of instru- 

ments, contracts, 

statutes, and, in- 

deed, the lan- 

guage of the 

courts them- 

selves. Wouldn’t 

it be logical to 

have professors 

ote of English as 

C. B. EVERBERG aides to the 
judges, to do the interpreting which 
has to be done? Or why not organize 
the court systems so as to admit 
some of the erudite gentlemen of the 
university faculties to sit as arbiters. 


The Case of the Unseeing Eye 

In one state a man had carried an 
eyeball without any sight in it for 
25 years. One day it was affected by 
a burn which resulted from the op- 
eration of a welding machine where 
he was working. After treatment by 
medical experts it was decided to 
remove the injured eye and substi- 
tute an artificial eye. The question: 
was he entitled to compensation 
(under the Workmen’s Compensa- 
tion Act) for the “loss of an eye?” 
The Kansas supreme court said he 
was—the statute did not differentiate 
between a perfect and a sightless 
eye. Hemphill v. Co-operative Re- 
finery Association of Coffeyville, 255 
Pac. 2nd 624. 


Wind Damage Didn’t Count 

In Massachusetts a business 
woman carried three policies of fire 
insurance on a garage. In a severe 
storm, lightning struck the building 
and made a hole in the roof. The 
strong wind swept through the hole 
and with a mighty heave lifted off 
the entire roof. The policies carried 
indorsements covering direct loss or 
damage caused by lightning, whether 
fire ensued or not. The indorse- 
ments, at the same time, excluded 
loss or damage caused by windstorm. 
She had no extended coverage. 

The parties could not agree on the 
amount of loss. In compliance with 
provisions in the policies, the amount 
of the loss was referred to three dis- 
interested referees whose award was 


to be final. They unanimously 
awarded the insured $317, this 
amount being what they deemed the 
damages resulting from lightning 
alone. They did not take into ac- 
count any of the damage from the 
wind, by far the greater part of the 
loss. The insured brought suit in the 
superior court and the case was tried 
by the jury, the plaintiff alleging 
that the award by the referees was 
invalid because they had no au- 
thority to enter into the question of 
legal liability, and that their sole 
job was to determine the whole ex- 
tent of actual damages without ref- 
erence to whether they resulted from 
lightning or windstorm. 


The jury found for the plaintiff in 
the amount of $3,825. The supreme 
court, however, on exceptions by the 
insurance company, held that it 
would have been impossible for the 
referees intelligently to determine 
the amount of loss under the policy 
without thinking about the coverage. 
They, in effect, confirmed the award 
of the referees. The plaintiff should 
have had extended coverage. (Edi- 
tor’s comment). Fox v. Employers’ 
Fire Ins. Co. 113 N.E. 2nd. 63 (Mass. 
Supreme Court, June, 1953). 


Permittee of the Permittee 
Under the ordinary automobile 
liability policy, not only is the named 
assured covered, but coverage is ex- 
tended by the terms of the policy to 
persons using the automobile with 
the permission of the named assured. 
In the language of the courts, the 
permittee of the named assured is 
in effect insured; and if a person is 
injured by the negligence of such 
permittee while using the car, there 
is liability on the insurance com- 
pany. Comes the vexatious question: 
does the coverage of the policy ex- 
tend to a person using the automo- 
bile by permission of the permittee? 
It is possible that the use of an auto- 
mobile by a second permittee serves 
some purpose, benefit or advantage 
of the first permittee, especially if 
the original permittee is riding in 
the car while the second permittee is 
driving, and thus bring the use of 
the car under the coverage of the 
policy. But it is wholly otherwise, 
according to West v. McNamara 
(Ohio Supreme Court, 111 N. E. 2nd 
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909—April, 1953) where A, the 
owner (and insured), has given B 
permission to use an automobile, and 
C, who is B’s wife, permits D to use 
it and there is no express or implied 
authority shown on the part of A to 
permit such use of the automobile. 
There’s no liability on.the insurance 
company to X, injured while D thus 
is using the car. 


Football, Tennis, Compensation 


Would a football player, suffering 
an injury to his back while engaged 
in practice, be entitled to workmen’s 
compensation? Such was the issue 
before the Colorado supreme court 
recently. In the case of University of 
Denver v. Nemeth, 257 Pac. 2nd 423, 
other facts were that the student 
football player was employed by the 
university to work in and about the 
university tennis courts for $50 a 
month, but that this employment was 
dependent upon his playing football 
for the university. This made it a 
good case for compensation. 


Contribution Carry-over 


A recent ruling by the Internal 
Revenue Service stipulates: “If a 
qualified employees’ profit-sharing 
trust has been liquidated by the em- 
ployer, no contribution carry-over 
may be allowed as a deduction, for 
federal income tax purposes, in any 
taxable year subsequent to the year 
in which the trust was liquidated.” 


Year ‘Round War on Fire 
Is Urged by Eisenhower 


Bidding every American assume 
his share of the citizenship duty to 
prevent the appalling destruction 
by fire of life, property and natural 
resources, the President of the 
United States by proclamation has 
designated the week beginning - 
October 3rd as Fire Prevention 
Week. Says President Eisenhower 
in his proclamation: 

“I call upon all citizens to initiate 
a year-round campaign against the 
waste caused by preventable fires, 
and I urge state and local govern- 
ments, the American National Red 
Cross, the National Fire Waste 
Council, the Chamber of Commerce 
of the United States, and business, 
labor and farm organizations, 4s 
well as schools, civic groups and 
public information agencies, to ¢o- 
operate in the observance of Fire 
Prevention Week. I also direct the 
appropriate agencies of the Federal 
Government to assist in this ma- 
ticnal campaign against the loss of 
life and property resulting from 


fires.” 
_ 
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Guides to Improved Executive Operation 


KEEPING INFORMED 


AccouNTING May BE THE Ricut Fretp 

ror YOU—A new 24-page career 
booklet providing a comprehensive 
explanation of the nature of the 
certified public accountant’s work, 
educational and experience qualifi- 
cations for becoming a C.P.A., and 
opportunities in accounting. Single 
copies free on request to American 
Institute of Accountants, 270 Madi- 
son Ave., New York 16, N.Y. 


Crue Loss Controt—Booklet on 
protection against crime, telling 
how to close loopholes against possi- 
ble loss. Free copy when requested, 
on business stationery, from the 
American Mutual Liability Insur- 
ance Company, 142 Berkeley St., 
Boston 16, Mass. 


BANK OF THE MANHATTAN CoMPANY, 

40 Wall St., New York, N.Y., has 
issued a “Concise Explanation of the 
Internal Revenue Code of 1954,” 
under a Prentice-Hall, Inc., copy- 
right. Single copies available by re- 
quest on business letterhead. (Sev- 
eral other banks are making similar 
distribution. ) 


CoRPORATE STRUCTURE OF THE Cor- 
PORATION: ITS MEANING—ITS 
EVALUATION is a new book on the 
structure of management. A 109- 
page monograph published by the 
American Institute of Management, 
“Corporate Structure” poses 28 ques- 
tions, the answers to which will 
demonstrate to the self-analyzing 
management where its own struc- 
tural weaknesses lie. The questions 
and answers are presented in chap- 


| ters on the meaning of corporate 


| structure, authority and _ responsi- 


bility, non-management factors, 
committees, organization and opera- 
tion, and communication, followed 
by a chapter of conclusions which 
takes up the analyst’s role in the 
auditing process. The American In- 
stitute of Management, a non-profit 
research and educational foundation, 
ls engaged in scientific appraisals of 
managements. Information about the 
study series can be obtained from 
the Institute’s headquarters at 125 
East 38th Street, New York City. 
Price, $12. 


Informative reports, pam- 
Phlets. circulars, etc., which may 
e of interest to you. Please 
write directly to the publisher 
for them. CREDIT AND FINAN- 
CIAL MANAGEMENT does not 
ave copies available. 


To expedite receiving these 
booklets, please address all in- 
quiries concerning Efficiency 
Tips to CREDIT AND FINAN. 
CIAL MANAGEMENT, 229 
Fourth Are., New York 3, N.Y. 


EFFICIENCY TIPS 


402—ALL-STEEL EQumIPMENT, INc., 
will provide a complete descriptive 
folder on desks, chairs, files and 
cabinets, on request. 

v 
403—REmMINGTON Rann, INc., has in- 
troduced a compact new automatic 
calculator machine that multiplies, 
divides, adds and subtracts. Free 
booklet on request. 


Vv 
404—Tue CopreaseE Company has de- 
veloped a machine that produces 
sharp, dry photo-copies up to 14 
inches wide, in a fast and economical 
manner. Details on request. 


Vv 

405—Victor Sare & EquipMeENtT Co. 
will provide you with a four-page 
folder describing how sales manage- 
ment can obtain all the vital sales 
data needed to assure profitable sales 
operation. Illustrations of actual 
prospects and sales records are 
shown, with explanations. 


Vv 

406—TuHe McBee Swinc HInce 
Brnper illustrates the various fea- 
tures of the hinge binder and how it 
adapts for various business uses. The 
stiff binders keep papers always in 
excellent condition, and their easy 
operation encourages frequent filing. 
This booklet is put out by the McBee 
Company. Booklet on request. 


Vv 
407—A HALF-cENTURY OF POWER FOR 
Business is a 36-page pamphlet 
commemorating the fiftieth anni- 
versary of the world’s first publicly 
supported business library, the 
Newark Business Library. Copies of 
the pamphlet are 50c. For informa- 
tion on getting copies write to us. 
Vv 

408—Cormac INoustrigEs, INc., has 
printed a brochure attempting to 
show how a single innovation in 
office procedure can effect the saving 
of time, cost and labor. It recom- 
mends the use of the photocopy 
process for opening new avenues for 
easier understanding between peo- 
ple. This brochure has been printed 
on heavy linen-finish stock and em- 
ploying excellent typography. Free 
on request. 


BOOK REVIEWS 


Ir’s Everysopy’s Bustness—Animated 
Technicolor sound film produced for 
the Chamber of Commerce of the U.S. 
in cooperation with E. I. duPont de 
Nemours & Co. Written and produced 
by John Sutherland. Running time 
22 minutes. Also cleared for TV. 
Prints (16 mm.) available from Edu- 
cation Department, Chamber of Com- 
merce of the U.S., Washington 6, D.C. 
Rental fee: $15 for 30 days or less, 
purchase: $130. 


+ At last business successfully ex- 
plains itself in economic terms so 
simple and non-aggrandizing that 
its operations and achievements can 
be readily understood and appre- 
ciated by all age groups. The in- 
dividual’s responsibility or stake in 
the capitalist system, the role of 
investment in creating jobs, the bal- 
ance-force of competition, the place 
of government in a free economy, 
are the main themes of the colorful, 
often humorous film. The script 
illustrates how “Now,” the competi- 
tive enterprise system, which was 
“Then” when the film’s hero “young 
Jonathan” first arrived on these 
shores, is built upon a firm founda- 
tion of the basic freedoms, which 
have given us the highest standard 
of living in the world. 

Intended for distribution by cham- 
bers of commerce, trade associations, 
business firms, labor unions, fra- 
ternal organizations, women’s clubs, 
civic organizations and service clubs, 
the film should do much to clear up 
general misunderstandings about 
business. Eye-pleasing are the 
strikingly pure, beautiful colors and 
the drawings etched with the pre- 
cision of solid draftsmanship. 


Tur EXECUTIVE AS A HUMAN CHEMIST? 
—by Thomas Dreier. $1.00. The 
Updegraff Press, Ltd., Scarsdale, 
N.Y. 

+ This brochure deals not with 

chemistry but with people. To 

understand people, their abilities, 
personalities, temperaments and 
characteristics, is to become a com- 
petent executive or supervisor. The 
author opens the door to a broad 

understanding of human nature in a 

brief but stimulating presentation. 


Books reviewed or mentioned 
in this column are not arail- 
able from CREDIT 41ND FINAN- 
CIAL MANAGEMENT unless so 
indicated. Please order from 
your hook store or direct from 
the publisher. 
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A. L. POLLEY 
(Concluded from page 25) 


tions were inevitable due to differ- 
ences in coinsurance credits and 
their application, and because of 
variances in manner of publishing 
the rates in various areas. 

In general, the following rates are 
or will apply. The gross building 
rate, with a minimum fire rate of 10 
cents, holds for most western states. 
For the east (probably excepting 
New York City) and certain other 
sectors of the country, where build- 
ing rates are published on a 80 per 
cent coinsurance basis, the rate for 
the new form likely will be 1% times 
the 80 per cent coinsurance building 
rate. Some classes on the Pacific 
Coast take twice the 80 per cent 
coinsurance building rate. 


Four times the highest earnings of 
any 30-day calendar period is popularly 
considered a reasonable amount of in- 
surance for the average merchant to 
carry. More insurance may be deemed 
advisable if a prolonged reconstruction 
period could occur. So the 25 per cent 
limit (33%4 per cent in the Pacific area) 
would suffice if the loss took place in 
the peak 30-day period. 


Suppose the average merchant’s 
highest 30 consecutive days of earn- 
ings are between November 20 and 
December 20 each year, and the net 
profit and operating expenses earned 
during that period totaled $2,000. 
The amount of earnings insurance 
should be $8,000. If a loss occurred 
on November 19 and he was out of 
business 30 consecutive calendar 
days he would be covered for a limit 
of 25 per cent, or $2,000. The same 
limit of 25 per cent would apply if 
he carried less insurance and so pro- 
tection would not be complete. 


Agreement on the probable length 
of time the business will be inter- 
rupted, and whether totally or 
partly, is the starting point of de- 
termining earning losses, followed 
by checkup of the insured’s available 
records and the policy’s provisions. 
Loss of earnings often can be meas- 
ured more expeditiously and ac- 
curately than loss to the stock or 
building. 


Large Companies Also Eligible 


Although the new form is intended 
primarily for small mercantile or 
non-manufacturing concerns, large 
companies also are eligible to use it. 
However, the Gross Earnings Form 
probably will protect the latter more 
economically and adequately. 


It is suggested that the insurance 


HONORING R. Earl Pratt, Memphis “Credit Man of the Year’: (1 to r) M. T. Mans. 
field, vice president, E. H. Clarke & Brother, membership chairman, Memphis Association 
of Credit Men; W. R. Mason, credit manager, Stratton-W arren Hardware Co., association 
vice president; Credit Manager Pratt of Fischer Lime & Cement Co. and Fischer Steel 
Corp.; J]. H. Bryan, association secretary-manager; Herman M. Kessler, president, The 
Standard Printing Co., Louisville, Ky., and central division vice president, National 
Association of Credit Men; and Paul J. Viall, treasurer, Chattanooga Medicine Co., past 
vice tresident, N.A.C.M., and central division vice chairman of membership. 


buyer not fully informed about 
business interruption insurance re- 
view this simple form as printed 
(p. 24). It will indicate the breadth 
of protection available, enable judg- 
ment to be passed as to the desir- 
ability of purchasing the coverage 
after which, through consultation 
with his insurance agent or broker, 
the best of the business interruption 
forms for him may be determined. 
The fact that time element cover- 
agest totaled only 2.82 per cent ($35 
millions) of the $1,241,535,000 in fire 
premiums written by all stock com- 
panies for the years 1947 to 1952 in- 
dicates in part that insurance buyers 
have not been fully apprised of the 
merits of this kind of coverage. The 
new Simplified Gross Earnings Form 
should be helpful to commercial 
companies’ insurance buyers. 


+A general term applied to “Business Inter- 
ruption,” ‘‘Rents,” ‘‘Leasehold,” ‘Tuition 
Fees,’”’ “Extra Expense,’ and in fact any fire 
insurance policy where the measure of re- 
covery depends on the length of time the 
owner of the property involved is deprived 
of its use. 


40th Year of Fire Prevention 
Drives Opens Week October 3 


“Let’s Grow Up—Not Burn Up” is 
the theme for this year’s Fire Pre- 
vention Week campaign, the week 
of October 3-9. In its fortieth year, 
the drive is a public service spon- 
sored by the National Fire Pro- 
tection Association in cooperation 
with the International Association of 
Fire Chiefs and the United States 
Department of Agriculture. Educa- 
tional materials are available at cost 
from the Publications Department, 
National Fire Protection Association, 
60 Batterymarch St., Boston 10. 
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Memphis Honors R. Earl Prat 
As Credit Executive of Year 


R. Earl Pratt, credit manager of 
Fischer Lime and Cement Company 
and Fischer Steel Corporation, 
Memphis, was honored for his con- 
tribution to the elevation of the 
standards of the credit fraternity and 
was named “Memphis Credit Execu- 
tive of the Year,” at the annual 
membership meeting of the Memphis 
Association of Credit Men. 


Mr. Pratt, a past president of the 
Memphis association, is now treas- 
urer, chairman of the program com- 
mittee and chairman of the Build- 
ing Material Credit Group. He is 
also active in the Contractors and 
Mill Supply Credit Group. 


Mr. Pratt has been with the 
Fischer companies nine years, earlier 
with the First National Bank o 
Memphis. 


Presentation of a scroll and per- 
sonal gift was made to Mr. Pratt at 
a meeting attended by more than 
200 members. The National Asso- 
ciation of Credit Men was repre- 
sented by Herman M. Kessler, presi- 
dent of The Standard Printing Com- 
pany of Louisville, Ky., and vice 
president (central division) of the 
National association, and by Paul 
J. Viall, treasurer, Chattanooga 
(Tenn.) Medicine Company, central 
division vice chairman of National’ 
membership committee. Both Mr. 
Viall and Mr. Kessler addressed the 
meeting. A hospital siege prevented 
the attendance of D. Hunter Me 
Kenzie, treasurer, Binswanger & 
Co., president of the Memphis asso 
ciation. 
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permitting wider participation in 

class discussion and greater ex- 
pression of leadership potentials, 
was so generally approved by ex- 
ecutives attending the eighth annual 
session of the Graduate School of 
Credit and Financial Management 
at Dartmouth College, Hanover, 
N. H., that expansion of the program 
into additional courses was indicated 
for next year. 

Under the plan, following the 
overall division of first-year stu- 
dents, for example, into sections, 
each of the latter was broken up into 
several groups with their own 
leaders for simultaneous classwork. 
The day’s assigned problem was an- 
alyzed and charted by each group 
and then for an allotted period the 
groups assembled and _ presented 
their conclusions, with the course 
instructor as a one-man _ steering 
cmmittee in the pooling and 
syphoning of the suggestions pre- 
sented. 

The program, following the case 
history method, extended further 
the traditionally informal meeting 
of minds, but especially noted in 
those courses this year was the 
greater opportunity for each ex- 
ecutive to share vocally in the study 
because of the comparatively small 
number thus in each group. 
Fifty-three received the Execu- 
tive Award as graduates this year. 
There were 197 in attendance. 


| sem pedagogical procedure, 


[Picture of the graduating class 

in November issue] 

In the faculty-student panel dis- 
cussion, an annual extracurricular 
feature, the representatives of the 
faculty were Dean Arthur R. Upgren 
of the Amos Tuck School of Busi- 
ness Administration; Professor 
Raymond Rodgers of New York 
University, and Dr. Carl D. Smith, 
executive director of the Graduate 
School of Credit and Financial 
Management, which is sponsored by 
the Credit Research Foundation, 
Inc, of the National Association of 
Credit Men. 

Speakers for the student body were 
William S. Ives, class of 1954, assist- 
ant vice president, Connecticut State 
Bank & Trust Company, Hartford; 
George D, Mason, ’55, vice president 
and treasurer of Dunham Bros. Co., 
Brattleboro, Vt., and George F. 


Dartmouth Honor Graduates Named; New Group 
Teaching Procedure Wins Executives’ Approval 


Wingard, ’56, general credit man- 
ager, Monsanto Chemical Company, 
St. Louis, Mo. The subject was 
‘“What’s Ahead for Business.” Serv- 
ing as moderator was William J. 
Dickson, associate director. 

Dean Upgren was winner in the 
annual forecast competition, based 
upon the indices of industrial pro- 
duction, wholesale prices, gross 
national product, personal income 
and per capita disposable income, 
federal budget expenditures, and 
unemployment. 


Awards’ Winners Announced 

The Alumni Award for leadership, 
presented to the member of the 
graduating classes whom his class- 
mates and faculty members adjudge 
the one who “has made the most 
outstanding contribution of leader- 
ship” to class and school, went to 
Harold H. Schroeder, assistant 
credit manager, Marathon Corpora- 
tion, Menasha, Wis. 

Rudolph A. Bigda, controller, 
F. W. Sickles Division of General 
Instrument Companies, Chicopee, 
Mass., received the Paul G. Hoffman 
Merit Award to the graduating class 
member who “has demonstrated the 


most marked development of ex- 
ecutive abilities.” 

To Lewis R. Compton, assistant 
Credit manager of the Harshaw 
Chemical Company, Cleveland, Ohio, 
went the A. P. C. A. Award. This 
honor is bestowed annually by the 
American Petroleum Credit Asso- 
ciation to the graduating executive 
presenting the best management 
study report, as determined by the 
committee on reports. Formal pres- 
entation will be made at the 59th 
Annual Credit Congress in Chicago 
next May 8-12. 

The alumni association award was 
presented by its president, Chester 
A. Potts, division credit manager, 
Berger Manufacturing Division, Re- 
public Steel Corporation, Canton, 
Ohio, Orrin E. Barnum, now Treas- 
urer, U.S. Steel Supply Div., U‘S. 
Steel Corp., Chicago, assistant di- 
rector of the Foundation’s graduate 
school, announced the other awards. 

Guest speaker at the graduation 
exercises at Dartmouth Hall was Dr. 
Vilhjalmur Stefansson, explorer. 

Next year’s Dartmouth session of 
the Graduate School will be July 31 
to August 13. 





ZEBRAS NOW RANGE OVER HAW AII—In ceremonies held at Honolulu’s Ishii 
Gardens, the Royal Order of Zebras elected these officers of the newly organized Hawaii 
Zebra Herd: Superzeb Paul Lin Loo, Pacific Meat Co.; Most Noble Zeb C. G. Chipchase, 
Bonding and Insurance Agency Ltd., president of the Hawaii Association of Credit Men; 
Royal Striper Francis C. H. Chun, Service Cold Storage Co., Ltd.; 3 Horse Power Burro 
C. R. Short, American Factors Ltd.; Keeper of the Zoo R. V. Tanner, von Hamm-Y oung 
Co., and Zebratary George Conniff, director of public relations, Hawaii Association of 
Credit Men. Wesley C. Williams, of Gordon-MacBeath Hardwood Co., Oakland, Calif., 
is Grand Exalted Superzeb of the Royal Order of Zebras. 
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My Biggest tleadache 


When Minimum Ratio 
Requirement Isn’t Met 


HARLEY T. BLAKE, New Eng- 
land Regional Credit Manager, 
Fairbanks, Morse & Co., Inc., 
Boston, Massachusetts 


E PROFESSIONAL approach to 
credit management gives no cre- 
dence to “headaches” as such, but 
challenging as- 

: pects of the job 
: . frequently de- 
mand attention. 

In this cate- 
gory I would in- 
clude the exten- 
sion of credit to 
small sub-con- 
tractors involved 
in the installation 
of pumping and 
electrical equipment. In such instances 
my firm is often a supplier of mate- 
rial, usually comprising a large per- 
centage of the dollar volume of the 
sub-contract. 

In meeting the challenge of such 
transactions, I find a clear line of 
demarcation between the steps to be 
taken prior to making the decision 
to extend credit, and the steps to be 
taken subsequently to accomplish 
collection. 

Included in the steps to establish 
the line of credit are such standard 
tools of credit as the mercantile re- 
port, interchange information, bank 
reference and the customer’s financial 
statement. Good moral standing of 
the customer usually supports favor- 


H. T. BLAKE 


Write Us of YOUR 
BIGGEST HEADACHE 


A Workshop-in-Print for read- 
ers was initiated in the Septem- 
ber issue of Credit and Financial 
Management, providing an ex- 
change center for the airing of 
troubles and the passing along 
of helps. 

Tell us of special difficulties 
that have popped up in your 
management operations — read 
of the “other fellow’s’’ and write 
this department of the answer 
your experience suggests for his 
predicament. 

It’s all yours “for the asking”’ 
—and the answering! 


— 
ne Se REE COS AG ARTETA A 


able reports from mercantile, inter- 
change and bank. 

The financial statement, however, 
often fails to meet the minimum ratio 
requirements—and our “headache” 
or “challenging aspect” enters the 
picture. 


In such cases I have successfully 
used title of retention orders, con- 
tract assignments, and payment 
bonds, and, especially when fed- 
eral funds are involved, arrange- 
ments have been made with a bank 
to act as escrow agent to assure 
that funds are available when all 
contractual obligations have been 
met. 

The mechanics of the escrow agree- 
ment should provide for direct bank 
payment to the material supplier 
upon presentation of properly certi- 
fied invoices. 

The legal phase of the cases of 
course should be familiar to all credit 
men to assure proper filing of title 
of retention orders, writing required 
notices to prime contractors and 
bonding companies in the handling 
of payment bonds, and the issuance 
of all necessary letters covering as- 
signments and bank agreements. 

Having thus brought into play all 
available protective devices in the 
handling of the marginal buyer, I 
have found by hard experience that 
the customer must be diplomatically 
guided in the handling of progress 
billings and compliance with bank 
procedures. To leave the small oper- 
ator on his own in the handling of 
collections in which the material 
supplier has a vital financial interest 
is to risk attachments and possibly 
serious contractual defaults. 


Properly handled, the customer 
will be most receptive to constructive 
suggestions from the credit man 
aimed at the mutually profitable cul- 
mination of the sub-contract. 

From my experience, the challenge 
is met when we (1) gain customer 
confidence early in the transaction, 
(2) deal directly with the customer 
when arranging assignments or es- 
crow agreements, and (3) assist in 
the actual collection of the customer’s 
account, particularly when govern- 
mental agencies unfamiliar to the 
small operator are involved. 
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New Florida Law Extends 
Mechanie’s Lien Provisions 


In the new Florida Uniform 
Mechanic’s Lien Act, the surety 
bond or withholding amendment 
continues liens beyond the time 
presently provided for and _intro- 
duces the term “for any reason,” 
Providing (1) that the contractor 
shall furnish such surety bond, upon 
owner’s demand; and (2) that if the 
contractors do not furnish surety 
bond, then the owner is required to 
withhold 20 per cent of all payments 
as they become due and payable, 
and is further required to pay to 
the contractor not more than 80 per 
cent of the total contract price when 
the job is completed, the amend- 
ment affects only “direct contracts” 
amounting to $3,000 or more. 

Persons or organizations selling in 
Florida interested in further details 
about the amendments should write 
directly to: Mr. V. L. Wright, Sec- 
retary, N.A.C.M. South Florida Unit, 
P.O. Box 176, Shenandoah Sta, 
Miami 45, Fla. 


B. H. Hosler Dies 


Benjamin H. Hosler, assistant 
treasurer and credit manager, Alu- 
minum Company of America, Pitts- 
burgh, and one of the founders of 
the Industrial Credit Club there, 
died at 65 years. He began with 
Aluminum Cooking Utensil Co., an 
Alcoa subsidiary, as a sales cor- 
respondent in 1914. 


R. S. Rauh 


Word has been received of the 
passing of Richard S. Rauh, execu- 
tive vice president and _ treasurer, 
Bankers Lithographing Co., Pitts- 
burgh. Credit was a family tradi- 
tion, Mr. Rauh’s father, Enoch Rauh, 
having been one of the early presi- 
dents of The Credit Association of 
Western Pennsylvania and a na- 
tional vice-president. 


Robert E. Pearsall 


Robert E. Pearsall whose death 
came at 60, was president, general 
manager and chairman of the board 
of James McGraw, Inc., Richmond, 
Va., industrial supply company. He 
had entered the employ of the Me- 
Graw company in 1920 as purchas- 
ing agent and advanced steadily te 
the presidency last year. 


P. J. Sullivan 

Patrick J. Sullivan, assistant! 
treasurer, International Paper Com- 
pany, New York, died at the age of 
60. He had been with the company 
40 years. 
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You look into the ledgers 
of thousands of suppliers...... | 


The paying records of your customers are more readily available to 
you through Credit Interchange Reports than if you had on your 
library shelves the complete ledgers of thousands of suppliers... You 
don’t have to search for the desired information. One inquiry, to 
your credit Interchange Bureau, will bring it to you. And the report 
will be up to date, factual and dependable. 





| 

| 

If you are not using Credit Interchange Reports, you are missing a | 

. . . . . 

valuable source of credit information—time, labor and money saving 
tools that will help you make sounder credit decisions. 


“For Service 


For full information, ask the Bureau serving your area. 
If you prefer, write 


conseaalin Credit Interchange Bureaus 


Offices in more 


than 50 principal NATIONAL ASSOCIATION of CREDIT MEN 


cities. 


laste ol2-14 Areade Building . .. ST.LOUIS I, MO. 
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Commercial Factors Expands; 
Three Named to New Offices 


Separate wholesale and_ retail 
credit departments have been set up 
within Commercial Factors Corpora- 

tion to facilitate 
handling of the 
increased num- 
ber of manufac- 
turing accounts 
selling to the re- 
tail trade, along 
with attention to 
the greater di- 
versification of 
clients by type 
G. J. SCHATZ of industry at 


HAROLD BICK FRANK HOWELL 


the wholesale level. “These de- 
velopments had greatly increased 
the total work load of our credit 
department,” said Mr. Johnfritz 
Achelis, president of the company, 
“and indicated the need for greater 
specialization.” 

George J. Schatz, a vice president 
and director of the company, and 
president of the New York Credit & 
Financial Management Association, 
has been named to head the whole- 
sale credit department, which is 
divided into three major units: cot- 
ton and rayon, wool, and miscel- 
laneous industries. The last-named 
unit is further subdivided into textile 
and non-textile accounts. 

Harold Bick, a vice president and 
contact officer of the company, heads 
the new retail department which 
specializes in handling the accounts 
of manufacturers selling to the re- 
tail trade. With the company for 
the past 25 years, he has been elected 





THE PERSONNEL MART 


Situation Wanted 

Crepir EXECUTIVE, mature, seasoned, 
seeks position with progressive firm. 
Possesses legal and accounting back- 
ground. Author of numerous treatises 
on credits and _ collections. Well- 
grounded in credit analysis, interpre- 
tation of financial statements, formula- 
tion of credit policy. Excellent 
correspondent with experience in 
psychology of credit and collection 
letters. Will relocate if proposition is 
attractive. Box CFM 413. 


a director in line with his new re- 
sponsibilities. 

Frank Howell returns to the com- 
pany as a vice president and con- 
tact officer. He was with Commer- 
cial Factors from 1927 to 1951 and 
for the past three years had been 
with Bachmann-Uxbridge Worsted 
Corporation. He is a past president 
of the New York Institute of Credit. 


Foulke Completely Revises His 
“Financial Statement Analysis” 


PRACTICAL FINANCIAL STATEMENT 
ANALysis—(Third Edition). By 
Roy A. Foulke, Vice President, 
Dun & Bradstreet, Inc. Price 
$10.00. McGraw-Hill Book Com- 
pany, Inc., 330 W. 42d St., New 
York, N.Y. 


ERE IS a new, thoroughly re- 

vised edition of an exception- 
ally complete and well-known refer- 
ence book. The 
author of “Com- 
mercial Paper 
Market,” “Be- 
hind the Scenes 
of Business” and 
‘‘Sinews of 
American Com- 
merce,” and co- 
author of “Prac- 
tical Bank 
Credit,” has 
presented an informative and easy- 
to-read text, with an everyday prac- 
tical point of view for the business 
executive, the commercial and in- 
vestment banker, the accountant, 
and the credit and financial execu- 
tive. 

“Practical Financial Statement 
Analysis” presents the story of the 
development of the use of financial 
statements in American business and 
banking; describes the items which 
comprise financial statements and 
the technics of sales analysis ap- 
plicable to business; and covers 
comparative and internal analysis of 
balance sheet and income statements 
of commercial and industrial con- 
cerns large and small. 

In this new third edition, all tables 
have been revised and brought up 
to date. Throughout the text, ref- 
erences and figures have been 
amended to coincide with the find- 
ings of the latest research studies. 


ROY A. FOULKE 


Lawrence Warehouse Expands 


The Lawrence Warehouse Com- 
pany has established offices at 270 
Park Avenue, New York, supple- 
menting the field warehouse opera- 
ting office at 79 Wall Street in that 
city. 
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Davis Is Nominated to Head 
Former F.B.I. Agents’ Society 

Formerly a special agent of the 
FBI, Mortimer J. Davis, executive 
vice president of the New York 
Credit & Finan- 
cial Management 
Association, has 
been named a 
candidate for the 
presidency of 
the Society of 
Former Special 
Agents of the 
Federal Bureau 
of Investigation, na 
Inc. M. J. DAVIS 

Mr. Davis, former director of the 
Fraud Prevention Department of the 
National Association of Credit Men 
had seven years with the FBI. He 
headed the first Radical Squad or- 
ganized in the New York office of 
the investigative bureau, working 
directly under J. Edgar Hoover. It 
was in this period that he was active 
in the episode that led to the recall 
of the first Soviet ambassador to this 
country and the closing of the 
embassy. He next was assigned to 
assist Attorney General Harlan F. 
Stone until the latter’s appointment 
to the United States Supreme Court. 

An authority on bankruptcy and 
reorganization, and active lay con- 
feree of the National Bankruptcy 
Conference, Mr. Davis was honored 
earlier this year for 25 years of 
service with the New York Credit 
& Financial Management Associa- 
tion. 

The late Charles J. Scully, director 
of the N.A.C.M. Fraud Prevention 
Department until his retirement in 
1951, was the first president of the 
FBI society, which today has .more 
than 2,500 members in 35 chapters 
in the United States and its terri- 
tories and other parts of the world 
where former FBI men have taken 
up new careers. 


Burglary Insurance Discount 
For Safes with Relock Device 

Additional burglary insurance 
discount of 10 per cent is available 
on all new Mosler record safes 
equipped with an Underwriters ap- 
proved relocking device which pro- 
vides greater security against 
burglary. This is additional to the 
20 per cent discount on mercantile 
safe burglary insurance premiums 
covering Mosler record safes beat- 
ing the T-20 label. 

The Mosler Safe Company held 
a series of training seminars for 
West Coast insurance men to ac- 
quaint them with the latest devel- 
opments in burglary-resistive money 
safes and fire-resistant record safes. 
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John Bing Chairman of New 
Refractories Credit Group 


OHN BING, president, treasurer 
and general manager of Metro- 
politan Refractories Corporation, 
“ Kearny, N.J., 
has been elected 
chairman of the 
new Refractories 
Credit Group, 
that is activated 
under the aus- 
pices of the New 
York Credit In- 
terchange Bu- 
reau. 

The member- 
ship includes Corson Refractories 
Inc., Newark, N.J., General Refrac- 
tories Co., Inc., Maspeth, N.Y., 
Greenpoint Fire Brick Co., Inc., 
Long Island City, N.Y.; M. J. Kelly 
Co., Inc., Brooklyn, N.Y.; Laclede 
Christy Co., (Astell Refractories 
Div.), Brooklyn, Lehman Sewer 
Pipe Co., Brooklyn, Metropolitan 
Refractories Corp., Kearny, N.J., 
and Tomkins Brothers Co., of New- 
ark. 


ria] 


JOHN BING 








Miss Credit of Louisville 








Secretary-Treasurer of Two 
Companies Wins New Honors 


Valedictorian of her class at Sue 
Bennett College, where she held the 
tennis championship, and working 

knowledge of 
football, horse 
racing and poker 
were the qualifi- 
cations Mrs. 
Maryan R. Law- 
son presented in 
applying for a 
position at the 
Falls City Pon- 
tiac Company, 
Louisville, Ky. 





MARYAN LAWSON 


With these talents it is no wonder 
that today Mrs. Lawson is secretary- 
treasurer of the company, and secre- 
lary-treasurer of the Paddock 
Pontiac Company, Dayton, Ohio. 


Two other distinctions have been 
added more recently: first, “Miss 
Credit” of Louisville, and now the 
‘Best Seller,” for she has been 
awarded the trophy plus a Lady 
Elgin wristwatch for having spon- 
sored more new members into the 
Louisville Credit Men’s Association 
than any of her colleagues. 


Another direction of Mrs. Law- 
‘n's enthusiasm is the work of the 
Automotive Group of the association. 


CALENDAR OF EVENTS IMPORTANT TO MANAGEMENT 





CLEVELAND, OHIO 

October 3-4-5-6 

Robert Morris Associates 
Fall Conference 


% 
y 


GREEN Bay, WISCONSIN 

October 12 

Annual Wisconsin-Upper Michigan 
Credit Conference 


Cuicaco, ILLINOIS 
October 13 
Illinois Fall Regional Conference 


2 
ee 


S1ioux City, Iowa 

October 13-14-15 

Tri-State Credit Conference, com- 
prising Iowa, Nebraska and South 
Dakota 


K 2 
~~ 


PHILADELPHIA, PENNSYLVANIA 

October 14-15-16 

Tri-State Credit Conference, com- 
prising New Jersey, New York, 
Eastern Pennsylvania, District of 
Columbia, Maryland and Virginia 


o 
~~ 


GraNnD Rapips, MIcHIGAN 

October 19 

Annual Western Michigan Credit 
Conference 


NASHVILLE, TENNESSEE 

October 20-21-22-23 

Annual Southeastern Credit Confer- 
ence, covering Tennessee, Missis- 
sippi, Alabama, Georgia, Florida, 
South Carolina and North Caro- 
lina, Louisiana. 


o, 
~~ 


St. JosePpH, Missouri 

October 20-21-22 

Quad-State Annual Credit Confer- 
ence, comprising Missouri, Kansas, 
Oklahoma and Southern Illinois 
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San ANTONIO, TEXAS 

October 21-22-23 

Annual Southwest Credit Confer- 
ence, covering Texas, Louisiana, 
Arkansas, Oklahoma, New Mexico 
and Arizona. 

TAcoMA, WASHINGTON 

October 23, 24 

Northwest Credit Women’s Confer- 
ence 

Des Mornes, Iowa 

October 23-24 

Mid-West Credit Women’s Confer- 
ence 

Boston, MAssACcHUSETTS 

October 27-28 

Annual New England District Credit 
Conference, covering Connecticut, 
Rhode Island, Massachusetts, 
Maine, New Hampshire, Vermont 

Co.Lumsus, OHIO 

October 29-30 

Ohio Valley Regional Credit Con- 
ference, covering Ohio, Western 
Pennsylvania, West Virginia, Ken- 
tucky and Eastern Michigan. 

LOUISVILLE, KENTUCKY 

November 10 

Credit Research Foundation 
Trustees 


1% 
~~ 


LOUISVILLE, KENTUCKY 
November 11-12-13 
N.A.C.M. Board of Directors 


Kansas Criry, Missouri 
November 14-15-16 


American Petroleum Credit Confer- 
ence 


Cuicaco, ILLINOIS 

May 8-12, 1955 

59th Annual Credit Conference and 
Convention, National Association 
of Credit Men 











Modernizing for Otfice kiticienc 


introducing new office equipment and systems to effect economies in 
labor and cost, as well as to speed production of essential office work 


File With an Extra Drawer 


A-113 A new line of Kompakt file 
cabinets is featured by Remington 
Rand Inc. The line is available in 
3-drawer desk height, 4-drawer 
counter height, 5-drawer standard 
51” height, and new 6-drawer 
height, designed to accommodate an 
extra drawer in the same vertical 
space as standard files. By using the 
new 6-drawer unit, for example, in 
place of the existing 4-drawer files, 
the present filing area can be re- 
duced one-third. A folder keyed 
LBV-692 describes the Kompakt 
line. We shall be glad to help you 
get more data. 


Multiple-Unit Reset Counter 


A-114 Veeder-Root, Inc., offers its 
new “Vary-Tally,” designed for or- 
der control, quality control, stock 
control, traffic control, sales analysis, 
laboratory analysis and _ payroll 
preparation. Arranged compactly 
on stands in tiers up to 6 high and 
12 wide, as many as 72 individual 
Vary-Tally units can be used to ob- 
tain numerical break-downs of parts, 


This Department will wel- 
come opportunities to serve 
you by contacting manufac- 
turers or wholesalers for 
further information regard- 
ing products described 
herein. Address MODERN- 
IZING, Credit & Financial 
Management, 229 Fourth 
Ave., New York 3. 


portions, products, people, money 
by specific denominations or any- 
thing countable. The actual opera- 
tion of the Vary-Tally is simple. 
Fingertip pressure on a front lever 
registers each count from one to 
9999. A reset knob returns all 
counters in any tier to zero instantly 
with one complete turn of the reset 
shaft. Special features include easy 
readability even from an angle, no 
glare, portability plus rugged con- 
struction for long wear, and no 
obscuring of the figures by the 
fingers in operation. The Vary- 
Tally is of special interest not only 
to manufacturers but to wholesalers 
and distributors, restaurants, mail 
and phone order departments, laun- 
dries and linen supply houses, traffic 
engineers, schools and colleges, etc. 


Payroll in One Operation 


A-115 With the new McBee payroll 
poster, some now can write the 
complete payroll in one operation. 
Preload the payroll poster with as 
many as 40 earnings records, make 
the entry on check or cash receipt, 
and three records are created in one 
writing. A turn of the knob moves 
the journal into collated position for 
the next entry. No special skill is 
needed to operate this payroll poster, 
it is pointed out and there’s no 
servicing problem, no lost motion. 
The Journal is attached to a mov- 
able bar with a ratchet arrangement 
which permits all entries to be made 
in the middle of the poster . . . the 
natural writing position. Write us 
for more information. 





The man who has money to 
burn can always find some- 
one to help tend the fire. 
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New Electric Typewriter 


A-116 The International Business 
Machines Corp. has a new electric 
typewriter that increases speed, 
and has many energy-saving fea- 
tures. The advanced copy guide 
is a newly designed paper table to 
eliminate the possibility of carbon 
copies refeeding around the platen, 
a difficulty existing since typewriters 
came into use. This guide also gives 
the typist full view of the text being 
typed and the margin scales. It also 
provides a convenient surface for 
erasing. This model takes 95.4 per 
cent less energy to operate than 
manual typewriters, says IBM, and 
is available in seven color combina- 
tions, including the standard dove 
and charcoal gray. 


Electric Office Folding Machine 


A-117 A new folding machine, by 
Pitney-Bowes, Inc., is a little larger 
than a typewriter. The machine can 
fold with precision up to 5,000 sheets 
an hour, and is simple enough to be 
operated by any office worker. It 
feeds and stacks from the same end, 
thereby saving working space and 
enabling the operator to remain in 
one position. It can perform two 
parallel folds in one operation, and 
can make any one of eight basie 
types of folds, handling a_ wide 
variety of paper sizes and weights. 
The machine is portable and can be 
stored, weighing only 2334 pounds 





